* 
i 
* 
$ 
¥ 


Making 
dishonesty 


too expensive . .. 


. . . Nationalism and inter- 


nationalism . . . Credit records 





NOVEMBER, 1934 25cacopy = $3.00 a year. 


SPEED 
ACCURACY 


DEPENDABILITY 


CHARACTERISTICS OF 
HOOPER-HOLMES 
CREDIT REPORTS 


THE HOOPER-HOLMES BUREAU, INC. 





i 


foc acopy hint 8 ogi 


Wy VA LEGAL F I 1 a = mee rae 
and Collections 
Above Is a Portion of a Chapter Index of One of the 21 Chapters (512 pages) in This Important Business Book 


Arranged for quick, practical reference and 
easy understanding by the business man. 


Covers law revisions by special sessions 
of legislatures in 40 states this year. 


on CREDIT MANUAL 


el 


a... of Commercial Laws 


Petras 


The 1935 edition of this important business book has been completely 
revised and brought up to date. Gives many facts, and applications of 
business law; more than 60 pages devoted to the Laws of Insolvency; giving 
full information about latest revisions and how they affect both debtors 
and creditors. 


Handy Guide to — Special Price to N. A.C. M. Members 


—higher collection ratios; lower loss The price of Credit Manual of Commercial Laws is $5. 
percentage. Following our usual custom we are making a special - 
price to N.A.C.M. members of $4.75 postage paid. Use 
—better credit decisions; you act on the order coupon below to get your copy before the 
knowledge, not guesswork. supply is exhausted. 


What Others Say — — ‘ . aes rights, ob- | Natl. Association of Credit Men, 
ligations and sefe-guarcs. One Park Ave., New York City. 
—Federal and State laws applying to Please send me copy of CREDIT MANUAL of 
sales. collections and credits. Commercial Laws, 1935 Edition, and bill us at $5.00 ($4.75 to 
* . N.A.C.M. members) per copy. 
Used for ready reference almost —bonds on public improvements and 


daily by different members of our what must be done to safeguard Name 
organization.” 


"A publication that no credit execu- 
tive should be without.” 


collections in this field. Address 


"One of the most valuable working —complete summary of conditional 
tools a credit man can have.” sales laws in each state. 


We are (*r¢} Members of N.A.C.M. 
(Names and addresses on request) —jurisdiction of courts in each state. 


When writing to advertisers please mention Credit & Financial Management 


_ ail 
™ 





Give Delinquents 


A PLAN 


FOR PAYING 


OFFICES IN 112 CITIES 


Illinois 
Alton 
— 
joomington 
Champaign 
Chicago 
Cicero 


Decatur 
Freeport 
Galesburg 
Joliet 
Moline 


Springfield 
Casleaes 
Indiana 
East Chicago 
Evansville 
ary 
Hammond 
Indianapolis 
Michigan City 
South Bend 
Iowa 
Cedar Rapids 
Council Bluffs 
Davenport 
Des Moines 
Dubuque 
Towa City 
Ottumwa 


Orange 
Paterson 
Trenton 


New York 
Albany 
Binghamton 
Brooklyn 
Buffalo 
Flushing 
Fordham 
Hempstead 


Niagara Falls 
Rochester 
Syracuse 
Utica 
Yonkers 


Ohio 
Canton 
Cincinnati 
Columbus 
Dayton 
Springfield 
Steubenville 

jo 


Warren 
Youngstown 


Pennsylvania 
Allentown 


Chester 
Maryland Erie 


Baltimore 


Lancaster 
McKeesport 


Massachusetts New Castle 


Lynn 
Springfield 
Worcester 
Michigan 
Battle Creek 
Bay City 
Detroit 
Flint 
Grand Rapids 
Highland Park 
Jackson 
Kalamazoo 
Lansing 
Muskegon 
Port Huron 
ginaw 


orristown 
Philadelphia 
Pittsburgh 
Scranton 
Upper Darby 
Wilkes-Barre 


Rhode Island 
Pawtucket 
Providence 


Wisconsin 
Appleton 
loit 
Eau Claire 
Fond du Lac 
Green Bay 
Janesville 


\ Vr not do more than just ask a slow account to pay? 


Why not suggest a plan whereby he can pay? Household 
offers such a plan. 


More than 82 per cent of Household Loans now out- 
standing were made to families who used the money to 
pay debts to merchants and other local creditors. And 
approximately 300,000 families borrow from Household 
on this Plan every year! They borrow from $30 to $300 on 
the signatures of husband and wife plus the security that 
is to be found in most homes. 


If you are located in one of the 112 communities served 
by Household and wish to suggest reorganized family 
finance to worthy families, send them a copy of the House- 
hold Loan Plan booklet. We will furnish you with as many 
of these booklets as you require—no charge, of course. 
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@ Looking ahead | 


With this issue behind us we 
face our Christmas issue. The 
thing to do, we assume, would be 
to say little directly but hint some- 
what about its contents without tell- 
ing anything—which would be 
right in line with the Christmas 
spirit. 

But, in our whimsical way, we 
sometimes remark that we are too 
good for our own good and it is 
this trait in us combined with the 
generous Christmas spirit that leads 
us to announce one of the most 
comprehensive tables of contents 
we have ever compiled. 

First of all, the second article on 
successful credit systems by H. P. 
Preston will analyze firms in the 
clothing manufacturing line. Be- 
sides that, there will be a lucid 
piece on the foreign exchange prob- 
lem by an official of the Grace Na- 
tional Bank. That should interest 
those who are trying to get funds 
back to this country. 

Other pieces will be a study of 
the credit side of factoring, an ar- 
ticle on price-fixing, one on busi- 
ness showmanship, another on the 
bankruptcy situation today and 
what can be expected from the 
coming session of Congress. And 
then we reserve the privilege of 
holding back on two others as sur- 
prises for December. 
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Ledger experience information is the acid test 
of credit responsibility. But its value as a test- 
ing medium depends upon how old it is. 

The discounter of yesterday is the “Slow 
Pay” or “Bad Debt” account of today. 


In credit work a few up-to-date 


If you want up-to-date infor- 








Never rely on ledger experience information 
unless you can establish when it was taken from 
the books of the contributors. If you do, you 
are inviting trouble and loss. 

There is only one safe test of the age of ledger 


experience information. That is 


mation, a little investigation 


facts are worth reams of histori- 


will quickly prove to you 


“Date of Last Sale.” Always 


that there’s no substitute for 


cal data. 


Credit Interchange Service. 
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check that vital factor first. 
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Democracy Is 
worth a price | 


When this country became a republic, Europe was months away. 

a | it is seconds away. Science has annihilated the barrier of 

space. It has brought the people of the world as closely together 
as two families in the same house. 


We want no entangling political alliances with Europe. The history 
of this nation is new, fresh history. We have no old scores or tradi- 
tional animosities to settle, such as plague older nations. It would, 
however, be imitating the ostrich if we were to conclude that European 
affairs are not of real concern to us. At most, our people are removed 
from European ties by only a few generations. Disturbances in Europe 
react quickly over here. Financial problems abroad quickly affect our 
national and international trade. 


It behooves us, therefore, to study European conditions and tenden- 
cies. If we analyze what is taking place “over there,” we are armed 
with a knowledge of European experimentation in the face of great 
social and economic difficulties. This knowledge should enable us 
better to safeguard the fundamentals we hold so dear. We can better 
cushion the blows if we know where they have been striking in Europe. 


Revolutionary spirit today is aflame throughout Europe. It is true 
that the tornado of Europe loses most of its force when it crosses the 
ocean, but some of the European tempo does take hold in our own 
country. That is understandable. Our civilization in its essentials is 
closely akin to Europe. Differences in our temperaments, our tradi- 
tion, and our tendencies, however, safeguard our policies. 


The American people are not interested in Communistic or Fascistic 
doctrines; dictatorship is abhorrent to them. But, perhaps the best 
way to completely safeguard our fundamentals of government is to 
recognize the world-wide unrest and to try to check its reverberations 
at home by a fair-minded analysis of the causes of the trouble and 
the application of sound policies in the solution of this unrest. We 
should be ready to bid high in support of our belief that our form 
of government is the best that mankind knows. 


Executive Manager, National Association of Credit Men 

























































































































































































































































































The Director of the Bureau of 


Foreign and Domestic Commerce, 


CLAUDIUS T. MURCHISON, 


presents a timely analysis of 


posed to internationalism, it is 

important that we agree on the 

meaning of those two words. I 
take it that nationalism, in so far as 
it involves economic policy, connotes 
national self-sufficiency as an ultimate 
objective. Those who advocate na- 
tionalism would strive to make us eco- 
nomically independent of all other 
countries. 

To be sure, they would not advocate 
the elimination of all foreign trade and 
all foreign financial transactions, but 
would reduce them to a minimum, hop- 
ing to be able to attain a degree of self- 
sufficiency which would leave us virtual- 
ly undisturbed regardless of what might 
happen in our international relation- 
ships. 

Internationalism has been given many 
shades of meaning. The extremists use 
the term to indicate a situation in which 
all international barriers are removed, to 
the end of attaining a maximum in the 
interchange not only of commodities but 
of capital values as well. They would 
leave the character of foreign trade to be 
determined by territorial advantage or 
differences in resources, industrial equip- 
ment and technical skill. 

In the present discussion I will not 
use the term internationalism in this ex- 
treme sense. So varied are the price 
levels of different countries, so wide 
apart are the living conditions in various 
areas, and so divergent are the currency 
policies and legal restrictions of the dif- 
ferent countries, that internationalism in 
its extreme sense is no longer reasonable 
or possible. It could lead only to chaos. 

I have in mind as a reasonable con- 
cept of internationalism, a policy which 
recognizes that foreign trade and foreign 
investment are desirable in so far as they 
contribute to an enlargement of our do- 
mestic economic activity. In its prac- 
tical operations, such a policy would not 
be arrived at purely by theoretical con- 
siderations, but would be based upon a 
careful factual analysis of the economic 
life of our own country in its relation- 
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ship to the economic activities of other 
countries. 

In such an analysis, the first thing to 
be considered is the degree of economic 
specializiation which we have reached. 
Such specializiation means that our pop- 
ulation has adjusted itself to certain oc- 
cupational patterns. This adjustment to 
occupational patterns implies not only 
that certain groups have become accus- 
tomed to doing certain things; it also 
implies a certain fixity in the territorial 
distribution of population. 

For example, a certain percentage of 
the American people are engaged in 
agriculture. In the growing of crops 
they have attained a certain skill which 
can not be advantageously relinquished. 
At the same time, they have become 


- fixed to certain land areas from which 


they can not readily be removed. In 
short, the welfare of 30 millions of peo- 
ple is directly and definitely contingent 
upon the maintenance of a status quo 
to which we have become accustomed. 

Specialization also involves a high 
degree of inflexibility in the character of 
capital investment. I am thinking of 
investment not in terms of dollars but 
in terms of factory machinery, ware- 
houses, transportation and trading facili- 
ties, and other forms of production 
goods which we commonly refer to as 
our capital equipment. 

This capital equipment is highly spe- 
cialized in character. Each constituent 
part of it is devoted to the performance 
of a particular function. In each of 
these industries, as in agriculture, there 
is ingrained a certain function which has 
grown out of decades of development 
and which can not be radically changed 
without abandonment of an accomplish- 
ment representing the labor and the sav- 
ings of millions of men. 

Specialization, therefore, is represent~ 
ed to us in the form of our industrial 
structure, in the territorial distribution 
of our population, and in the occupa- 
tional skills of our people. It might 
be possible in the course of generations 
to bring about gradual changes in these 
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proportions, without adversely affecting 
our welfare; but to accomplish these 
changes speedily would be a process of 
breakage which would be tantamount to 
national disaster. 

In analyzing the question of nation- 
alism versus internationalism we must 
not only consider the economic pattern 
which I have just suggested, but also 
take note of the fact that the world as 
a whole is still widely varied in eco- 
nomic development. Only a compar- 
atively small area of the earth’s surface 
can be said to be industrially mature or 
in a position to be economically self- 
sufficient. A greater part of the world 
is still relatively undeveloped. The 
countries of South America and of Cen- 
tral America are only in their economic 
beginnings. 

The teeming millions of India and 
China have not measurably progressed 
from the status of a thousand years ago. 
Even such vigorous commonwealths as 
Canada, Australia, New Zealand are 
scarcely more than well launched on the 
road to the industrial advancement 
which eventually they are bound to real- 
ize. If history is to repeat itself, the 
progress of these nations will be condi- 
tioned largely by their ability to draw 
upon the nations which are economically 
mature. 

There is a way of doing this which 
makes for the mutual advantage of the 
immature and the advanced countries. I 
think perhaps the most fundamental 
need for the continuation of a policy of 
internationalism lies in this great dis- 
parity of economic progress as between 
the different nations. 

Every schoolboy knows that the great 
economic power of Great Britain has 
grown out of the contribution which 
that country has made to the economic 
progress of new countries, and that the 
ability of the British Isles to support the 
tremendous population is but a corollary 
of the internationalism of the British 
people. 

. Just now in America the idea of for- 
eign investments and the promotion of 
foreign trade through capital loans is in 
sad repute, and deservedly so. No one 
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can for a moment defend the reckless 
excesses of foreign lending which oc- 
curred in the decade of the 1920s; but 
it would be a great mistake for us to 
infer from our recent tragic experiences 
that American contribution to the devel- 
opment of other countries is permanently 
over. Such an attitude would be one of 
total blindness to the possibilities of our 
own economic growth. 

In the matter of making foreign in- 
vestments, there is a very simple and 
dependable principle which can always 
be relied upon for our guidance. That 
principle is that foreign loans and for- 
eign investments necessarily involve the 
movement of commodities in related 
volume. If we lend to a particular 
country a hundred million dollars, we 
expect our commodity exports to be 
enlarged in approximately equivalent 
amount. If we expect the repayment of 
the sum loaned, or if we expect to col- 
lect interest or dividends, the collection 
likewise must take the form of a pro- 
portionate commodity movement. 

In shaping our future investment 
policy abroad, therefore, the limitations 
to be considered are two in number. 
The first limitation is of course the vol- 
ume of loanable capital which we have 
at our disposal. The second limitation 
is the volume of commodities which we 
are prepared to receive as a result of our 
foreign investments. If we are prepared 
to carry through these transactions to a 
logical conclusion, they should become 
a part of our national policy. 

If we are concerned with the imme- 
diate consequences of nationalism, we 
should remember that we have already 
invested in foreign countries a sum in 
excess of 20 billions of dollars. It is 
reasonable and natural that we should 
expect the income from this huge for- 
eign investment, and it is also reasonable 
and natural that we as individual in- 
vestors should be able to call home the 
principal if we so desire. It is of course 
obvious that neither can happen unless 
the nation is willing to accept a corres- 
ponding inflow of commodities. 

In the discussion today I am not in- 
terested primarily in pleading the cause 


and internationalism 


either of the 
nationalists or 
the international- 
ists; my interest 
rests chiefly in the 
presentation of 
the logic which 
must go with both 
positions. If you 
are a nationalist; 
you will favor the 
minimizing of our 
international eco- 
nomic relation- 
ships. That forces 
upon you the nec- 
essity of justifying 
the economic re- 
adjustments which 
must follow. 

I have men- 
tioned the huge 
foreign loans as 
an important item 
to be considered. The nearer we ap- 
proach the status of economic national- 
ism, the more nearly we must write off 
these foreign investments. A matter of 
much greater consequence is the internal 
economic readjustments which would be 
entailed. 

I realize perfectly well that it is pos- 
sible to argue very attractively for a 
closed economic life. It is quite true 
that no nation in the world is quite so 
well favored as ours. There is scarcely 
an important foodstuff which we can 
not provide; all the necessary fibers for 
clothing can be produced at home; most 
of the minerals necessary for our ma- 
chines and our chemical compounds lie 
within our own borders; the chemists 
are quite confident that we can make 
synthetic rubber, that the air will pro- 
vide us with our nitrates, that our own 
coal tars will give us all that we need 
in the way of dyes and perfumery. 

Granting all this, the question still re- 
mains whether this procedure will give 
us the most abundant economic life. 

I have already pointed out the way in 
which our economic structure has be- 
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come specialized 
territorially and 
occupationally, 
and also from the 
standpoint of cap- 
tal equipment. In 
the absence of 
drought and legis- 
lative curtailment 
of agricultural out- 
put, we normal- 
ly export vast 
amounts of agri- 
cultural products ; 
we have done this 
for many years. 
Our national life 
has become s- 
similated to such 
a Situation. 

Until recently 
we exported from 
20 to 30 per cent 
of our wheat pro- 

duction; during the coming year it 
seems that we shall export no wheat. 
This news is concurrent with a condi- 
tion of unprecedented hardship through- 
out the wheat-growing population. The 
failure to maintain exports of meat prod- 
ucts is not something to boast of or to 
be satisfied with; it is, on the contrary, 
another symptom of economic sorrow. 
Super-normal cotton crops during the 
past few years resulted in the accumula- 
tion of huge stocks which depressed the 
world price below the cost of produc- 
tion. 

This year the Bankhead Bill and the 
drought in combination have reduced 
our cotton crop to approximately 9 mil- 
lion bales, the smallest in over thirty 
years. No one could wish for a con- 
tinuation of this year’s crop record any 
more than he could wish for a con- 
tinuation of the excess output of two 
years ago. Supplying the world need 
for cotton is a great and fundamental 
function. The way in which we have 
performed that function is something 
for the nation to be proud of; to sur- 
render such a function in conformity to 
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the doctrine of national self-sufficiency 
is not only a blow at the millions of 
farmers who grow cotton, but is like- 
wise a cowardly surrender of one of the 
great economic roles which America 
plays in the life of the entire world. 

In the produc- 
tion of automo- 
biles, America also 
has certain def- 
inite advantages ; 
not only of tech- 
nology, but also 
those which grow 
out of mass pro- 
duction. The fact 
that we have a 
huge domestic 
market is no rea- 
son why we 
should be satisfied 
with home con- 
sumption, but is 
all the more rea- 
son why we 
should have an 
advantage in for- 
eign markets. 

If mass pro- 
duction at home 
means lower cost 
to the American 
consumer, then 
those lower costs 
also have an ad- 
vantage for the 
foreign buyer. The 
same might be said 
of certain types 
of industrial and 
mining machinery, 
farm implements, 
and tractors. We 
are prepared to 
export large quan- 
tities of forest 
products and pe- 
troleum products. 
On the Pacific 
Coast, the dried 
fruit industry is 
extremely impor- 
tant, and depends upon foreign markets 
to take over half of its entire output. 

Of course no one disagrees with the 
idea that we should by all means main- 
tain exports of these commodities. The 
difficulty arises in seeing the necessity 
for a return flow of goods. To be 
sure, an individual exporter sells goods 
to a foreign country for money; but 
from the standpoint of an entire nation, 
goods are not sold abroad for money. 
The values received must either take the 
form of foreign loans and investments 


the totem poles 
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@ We must renounce the false gods 
of business . . . stop worshipping 


or else come back to us in the form of 
goods. 

Our immediate problem lies in the 
determination of the types and propor- 
tions of goods which shall constitute 
this return flow. The problem here is 
of a purely practi- 
cal type. It as- 
sumes that the 
American market 
is able to take 
from foreign 
countries a sufh- 
cient amount of 
their products to 
offset our own ex- 
port trade, without 
undue interference 
with our own pro- 
duction and our 
own level of 
prices. 

Until recently 
we have not at- 
tempted seriously 
to practice the 
high degree of se- 
lectivity which this 
problem implies. 
The new tariff 
legislation permits 
such selectivity, 
and in so doing 
encourages the 
growth of a sound 
internationalism 
developed in a 
spirit of mutual 
advantage. In the 
type of treaty mak- 
ing which is now 
in progress, we 
do not view the 
world as a whole, 
but recognize the 
unique elements 
which exist in our 
relationship with 
each country. 

For example, a 
particular country 
has a special need 
of certain of our exports; we in turn 
have special need of certain of their 
products. In consequence it is reason- 
able that we should ask of the particular 
foreign country a concession.in the form 
of preferential tariffs on the essential 
commodities which they purchase, and 
give them in turn preferential tariffs on 
offsetting goods; with the result that the 
total trade between the two nations be- 
comes greater. 

During the past few years trade bar- 
riers in addition to high tariffs have 
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played an important role in reducing the 
volume of foreign commerce. Many 
countries have resorted to the use of so- 
called quota systems; that is, the arbi- 
trary limitation of the volume of certain 
types of commodities which are allowed 
to enter. These quota systems have no 
relationship to tariffs, whatever, and in 
consequence they represent a separate 
problem which must be contended with 
in order to restore trade to its normal 
proportions. 

Another type of trade barriers is the 
limitation of the amount of exchange 
which a country permits its importers to 
have. Governments making use of this 
restriction do not allow their nationals 
to make money payments abroad in any 
form whatever, except drafts supplied to 
them by the government bank or ex- 
change agency. Often the prices charged 
for these foreign exchange drafts are 
arbitrary and out of line with true cur- 
rency values that would exist were a free 
market in foreign exchange permitted. 
By the use of such a device it becomes 
possible for a country to discriminate 
against different types of commodities 
and against particular countries without 
such discrimination appearing to be open 
or intended. It can always be defended 
on the ground of inadequate supply of 
foreign credits. 

Another difficulty which has been very 
disturbing in its effects upon foreign 
trace is the unstable character of the cur- 
rencies of many countries due to the 
abandonment of the gold standard or to 
devaluation or to changing policies with 
respect to inflation or deflation. When- 
ever such changes occur to the value of a 
country’s money, its trading operations 
with other nations become more or less 
speculative in character, thus tending to 
discourage many types of business trans- 
actions. 

Reciprocal trade agreements of the 
type now contemplated will do much 
toward eliminating the use of quotas 
and of exchange controls. A reciprocal 
trade agreement, in order to be effective, 
must not only stipulate preferential tariff 
schedules which each country agrees to, 
but must go further and lay down safe- 
guards against the use by either country 
against the other of quotas or exchange 
controls. 

In certain particular cases the con- 
tracting countries might find the use of 
quota systems advisable. In that case, 
the treaty itself will stipulate the extent 
of the limitations permitted. In this 
way, each country will know definitely 
what to expect from the other during 
the lifetime of the treaty, and in con- 
sequence exporters and importers can 
make their commitments (Cont.on p.41) 
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Receivables for 


credit analysis 


by ARMIN M. ELBERT, C.P.A., Milwaukee, Wis. 


ing their way into credit depart- 
ments of banks and other institu- 
tions for the purpose of establishing 
credit. Too often accountants preparing 
these reports do not keep in mind the 
purpose of their examination and as a 
result their reports include comments 
which are too general to be helpful in 
formulating definite opinions. The re- 
ports, therefore, lose much of their value 
from the standpoint of granting credit. 
It is not uncommon to find comments 
of the same general nature in respect to 
the customers receivables. The reports 
may state that the receivables have been 
examined in detail and found in agree- 


4 Auditors’ reports are constantly find- 
» 


ment with the general records; that ac- 
counts were discussed with the manage- 
ment and based upon such examination 
and discussion, it appears that the re- 
serve for bad debts is adequate to cover 
normal collection losses. The reports 
may or may not include an ageing of the 
receivables. In most reports, the follow- 
ing information is partially or entirely 
lacking: 


1. An ageing summary in which the 
receivables are grouped according 
to amounts due, the number of ac- 
counts in each grouping and in- 
formation on reserve for losses re- 
quired as set forth. 


Receivables Estimated 

Amount Reserve 

Number (1) Billing Date Required 

of | to 61 to For Bad 

Particulars Accounts Total 60days 120 days Prior Debts 
Accounts— 


From $.01 to $100.00 


From $100.01 to $500.00 its 


From $500.01 to $1000.00 ts 
Over $1000.00 


Total 


(1) Number of days billed prior to 
balance sheet date. 
(Note: Ageing summary should 
be changed to conform to credit 
terms of industry or business un- 
der examination. The credit terms 
should be clearly indicated in the 
report.) 
The foregoing schedule affords an 
independent analysis without ref- 
erence or comparison with other 
financial data and will disclose 
considerable information includ- 
ing the following. 
A. Class of customers being sold. 
B. Present market for the com- 





pany’s product. 

C. Condition of receivables and 
whether slow accounts are due 
from many small debtors or a 
few large customers. 

2. The ageing summary should be 
supported by a schedule setting 
forth in detail the large accounts 
and pertinent facts relative thereto. 

3. Other important facts which may 
include the following: 

A. Number of accounts receiv- 
able and amount which were 
partially or entirely past due or 
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old at the balance sheet date 
(in total only). 

B. Accounts in the hands of col- 
lection agencies. 

C. Number of customers sold dur- 
ing past year (in total only). 

As previously stated, auditors’ reports 

containing data similar to that suggested 
in the preceding paragraphs, reveal 
facts and assists in formulating opinions. 
With this information at hand the ana- 
lyst is in the position to make compari- 
son of receivables with sales and arrive 
at definite conclusions. A few examples 
are submitted herewith: 

1. In comparing receivables with 
sales, it is found that over a pe- 
riod of a year that the average age 
of the receivables has remained 
unchanged. 

The foregoing condition may be 

substantiated by one of the follow- 

ing conditions— 

A. The condition of the receiv- 
ables has remained unchanged. 

B. The majority of the accounts 
are becoming older and/or in- 
active but the turnover in a 
few large accounts has been 
accelerated to such an extent 
that the average age of all the 
receivables has only varied 
slightly. (This is a very un- 

' favorable trend and is only ap- 
parent when necessary infor- 
mation on the receivables is 
made available for analysis.) 

2. Receivables are declining while 
sales are expanding. 

The analyst is in the position to 

fairly accurately determine which 

of the following factors are re- 
sponsible for this condition— 

A. General improvement in the 
receivables. 

B. Sales are being made to a few 
large customers who pay their 
accounts promptly. (This is an 
undesirable situation in that 
the loss of one of these com- 
panies as a customer may have 
a serious effect and leave an 
inadequate market.) 

C. Present customers are paying 
accounts promptly. A propor- 
tion of the receivable balance 
represents uncollectible ac- 
counts. From the standpoint 
of all the receivables, however, 
a reduction in total was possi- 
ble due to selling good cus- 
tomers at the present time and 
the collection of old and/or 
inactive (Continued on page 40) 
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Making dishonesty too 


a After years of paying tribute to fraudulent bankruptcy artists, 





commercial thieves, arson experts, business has begun fighting back. 
Here is a partial catalog of crimes and how they are being curbed. 


on the leading banker of a town of 

some 30,000 inhabitants in central 

New York to explain that he was 
emb-rking in the clothing business and 
de. sit a respectable sum of money. 
Then he called on the other banker and 
made a neat savings deposit for Mrs. 
Julius Brink. 

He also visited Philip Wise who was 
the town’s leading attorney and the 
District Prosecutor and paid him hand- 
somely for drawing up the incorporation 
papers of the Julius Brink Clothing 
Company. Next he made himself known 
to the town’s clergymen. He admitted 
that he was not a particularly religious 
man but he appreciated the good done by 
all denominations. Subsequently he 
made donations to the chu.. 

He joined clubs, became active on 
their committees and an enthusiast for 
all projects for civic betterment. He 
traded in the town as much as possible 
and paid promptly. His merchandise 
he ordered in small lots and discount 
his bills. 

Within a year Julius was at least as 
good as a native son. 

Then one night he sat down and or- 
dered about $125,000 worth of mer- 
chandise, scattering the orders far and 
wide. The wholesalers found his rec- 
ord to be good and shipped the mer- 
chandise promptly. 

Presently, to the local surprise, the 
newspaper carried an announcement 
that pressure of financial obligations 
was forcing Julius to have a big clear- 
ance sale. The store was closed for a 
couple of days to enable Julius to get 
things in order for the sale. It opened 
to rushing business which continued for 
two weeks. By then Julius had taken 
in some $35,000 and it was evident that 
he had pretty well skimmed off the 
cream. 

Much of value was still left in the 
store and to this Julius gave attention. 
One night, while the town slept, a 
couple of moving vans drove away 
with $50,000 worth of goods. The 


2 Some years ago Julius Brink called 
» 
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stage was set for the final act of the 
play. 

Mrs. Brink began to tell her friends 
of the wretched business conditions. 
Julius mournfully applied to the bank 
for a quite unreasonable loan, thus 
making sure it would be rejected. 

In a few weeks the cheery, optimistic 
Mr. Brink became despondent, morose, 
and pessimistic. Bills came in with 
stiffly worded demands for payment. 
Local lawyers received some of them for 
collection, and Julius wept as he ex- 
plained his plight to them. 

When the pressure became intoler- 
able, he sent creditors notice of his 
practical bankruptcy but intimated that, 
thanks to the help of his relatives, he 
might still save his business if the credi- 
tors would take 20 cents on the dollar. 

In the end, the creditors accepted 
this offer. Julius put on another clean- 
up sale, disposing of remaining mer- 
chandise for what it would bring and 
left for another land of promise. 

He had about $50,000 in cash and 
merchandise which would sell for at 
least an equal amount, acquired by 
methods akin to highway robbery. 

It has been estimated that the Julius 
Brinks of this country take annual toll 
from business of approximately $250,- 
000,000. In the last analysis, this loss 
falls on the public since business must 
look to it for the recovery of its losses. 

For years the loss has been borne in 
silence. This sort of crime makes less 
appeal to law-making and law-adminis- 
tering bodies than it should. Business 
is partly to blame. Business men largely 
adopt the attitude that, if money has 
been lost, it is best to forget it and at- 
tack the next problem. 

Even when the robbed man has car- 
ried his complaint to the district at- 
torney, and started prosecution, he often 
has dropped the case when the thief 
offered to pay his obligations. 

Today, however, the situation is 
changing. Strong forces and agencies 
are at work seeking to cope effectively 
with the commercial thieves. One of 
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these, the National Association of Credit 
Men has convicted 1,504 operators in 
the past nine years. It has 123 indict- 
ments pending and 100 other investiga- 
tions nearing completion. 

In those nine years it has procured 
2,760 indictments. In the 4,040 cases 
investigated, 185,000 creditors were 
represented with total claims exceeding 
$67,000,000. 

The Association has raised and spent 
$1,750,000 to fight commercial crooks 
—the greatest fund ever raised to in- 
sure honest merchandising—and this 
insurance has been effected without cost 
in the long run because the expense of 
bringing convictions has been more 
than offset by the recovery of concealed 
assets. This amount of assets recovered 
reaches $1,870-000. 

It was with this Association that 
Julius Brink came to grips when, having 
moved to Berkeley, Cal., he attempted 
to repeat the performance he had al- 
ready played so successfully in New 
York State, and, it turned out, in five 
other places. 

In Berkeley the collapse of Julius 
roused quite unusual interest among the 
more heavily mulcted creditors. They 
came to the creditors’ meeting and 
proved most inquisitive and insistent. 
Local sympathy for Julius left investi- 
gating agents of the Association quite 
unmoved. They inspected Julius’ finan- 
cial statements. Among them they 
found a couple that had been signed. 

These statements didn’t begin to check 
with the statement that Julius had pre- 
sented to the creditors’ meeting. Thus 
the investigators jotted down Point One 
—false financial statements sent through 
the mails. They handed these to the 
Post Office Investigating Department 
and that formidable authority went into 
action. 

Then, after complicated tracing, the 
merchandise Julius had hauled from his 
store was found. Here were Points 
Two and Three—concealing assets and 
transporting stolen goods with intent to 
defraud. 

Thus, with a fairly complete case, 
they returned to Julius. Confronted 
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with the evidence, he pleaded guilty 
and went to Leavenworth for five years. 
The secreted merchandise was recovered 
for the benefit of creditors and Julius 
admitted operations that, by his own 
estimate, had cost business more than 
$500,000. 

While, like Julius, most commercial 
crooks prefer to travel alone, they know 
the advantages of cooperation. 

Combination offers a remunerative 
field for master .minds—nimble-witted 
and skilled accountants and shyster law- 
yers. Not infrequently, when the busi- 
ness has come to grief, matters are so 
managed that one of the gang obtains 
appointment as receiver while another 
is made trustee. With the shyster law- 
yer at the helm to steer the semi- 
derelict, the ruin is completed. 

Another advantage of partnership is 
that, when the hour is at hand for the 
coup it is helpful to have an absconding 
partner, who may carry the sins of the 
partnership and its emoluments into 
the wilderness, while the other remains 
as the innocent bag-holder. Sympathy 
for the wronged partner may help to 
weather the storm. If criminality is 
discovered, the responsibility may be 
placed on the absentee; then, when the 
tempest has died down, it is possible 
that the partners may meet again and 
reap the harvest of their industry. For 
instance: 

Messrs. Murphy and Brown were at- 
tracted by the commercial possibilities 
of automobile tires. Mr. Murphy, a 
gentleman with an unctuous tongue, 
loaded his pockets with expensive cigars 
and went forth to lay the foundations 
of the enterprise. For credit men con- 
nected with tire companies he verbally 
sketched a financial statement that 
looked better than Holland in tulip 
time. 

The listeners were impressed; one or 
two casually asked that the statement 
be jotted down and mailed. This was 
done so diplomatically that Mr. Mur- 
phy suspected nothing. Other credit 
men asked for and got personal delivery 
of signed statements that would be use- 
ful in case the state laws had to be in- 
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by HENRY H. HEIMANN 


Executive Manager 
National Association of Credit Men 


voked. After these preliminaries Mr. 
Murphy’s orders were accepted. 

It was then Mr. Brown’s task to get 
rid of the tires before the credit friction 
wore them out. Presently credit men 
began calling for their money. Their 
reward was a piteous tale related by Mr. 
Brown. It seemed that Mr. Murphy 
was a trickster who had robbed Mr. 
Brown of money and good name. As 
for himself, Brown had signed no 
statement and had done no wrong. It 
was decided to try and run down Mr. 
Murphy. After some little chasing a 
United States marshal accomplished this. 


When Murphy heard Brown’s story 
he was indignant. He had things to 
say that did not harmonize with what 
Mr. Brown had said. The investigators 
found profitable amusement in setting 
Murphy on Brown and Brown on 
Murphy. Between the two statements 
it was possible to piece up a fairly com- 
plete story. The grand jury brought 
indictments, and Murphy and Brown 
went to Leavenworth. 

Several years ago in Oklahoma an- 
other partnership was operating. Three 
gentlemen started a modest wholesale 
grocery business. By discounting their 
bills for several months they were able 
to purchase about $20,000 worth of 
stock, all of which vanished as did the 
purchasers. 

While creditors were contemplating 
this situation, about 400 miles away a 
prospective merchant deposited several 
thousand dollars in a local bank, and 
opened a store. 

Presently wholesalers were seeking 
his business. He gave it to them, and 
in a few months goods, money, and 
merchant had disappeared. In the 
meantime, 300 miles away, Partner 
Number Two of the Oklahoma enter- 
ptise was laying plans for a similar op- 
eration with the merchandise shipped 
from the first location. 

The patient business public, however, 
may be pushed just so far. The Na- 
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Cartoons and text reprinted 
through courtesy, “Nation's Business.” 


tional Association of Credit Men noted 
the suspicious likeness of successive fail- 
ures that came under its notice. Hand- 
writing comparisons convinced investi- 
gators that variously named merchants 
were the same man. Further inquiries 
established that the parties involved had 
been operating for nearly a decade, had 
made nine profitable ventures and had 
so systematized their procedure that the 
originators hired managers to handle 
the details of their illegal affairs. 

It may be said, possibly with much 
truth, that these failures would have 
been impossible had credit men been 
more prudent. Be this as it may, 
business is now making a practical 
effort t>.¢event such occurrences. The 
National Association of Credit Men 
has a complete file of these commercial 
crooks, catalogued as to territory, 
nationality, aliases, personal appearance, 
. d the distinctive nature of their op- 
‘ rations. 


The same organization is providing 
interchange of ledger information so 
that when a customer orders merchan- 
dise the credit man of the firm to whom 
the business is offered makes a report 
under a key number. Since every credit 
man does this, any broadcasting of or- 
ders is detected in a central clearance 
bureau and the scheme nipped in the 
bud. 

But the commercial crook does not 
always operate by means of false finan- 
cial statements; nor does he confine 
himself to spiriting away assets. One 
of the methods often and profitably 
used is that of purchasing an established 
business, otherwise known as “buying 
a reputation.” 

In New York City, a gang of crooks 
recently bought an old established firm, 
which had a fine rating, was highly re- 
garded and known to pay its bills. No 
extravagant publicity was given to the 
transfer so when the new organization 
sent out orders, credit men sent the 
merchandise. (Continued om page 12) 
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The gang immediately disposed of 
the goods to their “fences” and pres- 
ently the creditors were roused to the 
fact that they had been swindled. In 
this case, it was possible to show legal 
misrepresentations at the time the goods 
were ordered. For example, the names 
of some of the former partners were 
signed to letters that went through the 
mails. The gang was brought to a ju- 
dicial accounting. 

In this connection, it is worth noting 
that credit men are instructed to pre- 
serve the envelope in which a financial 
statement is sent since this forms the 
best evidence as to the fraudulent use 
of the mails. 

Another method adopted by the com- 
mercial crook is to appropriate a trade 
name, with trifling variation. This 
procedure is known as “adopting a 
reputation.” 

Last summer wholesalers began to re- 
ceive worth-while orders from a firm 
which we shall call the United Dry 
Goods Company of East Thirteenth 
Street, New York City. The books 
showed that the United Dry Goods 
Company of West 
Thirteenth Street, 
New York, was an 
old concern with an 
excellent reputation. 

Many of the or- 
ders were filled, but 
in Baltimore a cred- 
it man began to 
wonder just why a 
New York concern, 
with that city’s dry 
goods market at its 
door, should be 
lavishing orders on 
Baltimore. He inves- 
tigated. It appeared 
that merchandise 
was arriving on East 
Thirteenth Street by 
the front door and 
leaving at the back 
to destinations so 
mysterious that even 
the truckmen couldn’t remember them. 
But the company had made one mis- 


take. It had sent orders through the 
mail. This interested the postal au- 
thorities. Mail interception revealed 


the destination of the merchandise and 
convictions followed on charges of us- 
ing the mails to defraud. Some $75,- 
000 in merchandise was recovered. 
With all its smartness, however, there 
is something crude about fraudulently 
grabbing merchandise and spiriting it 
away. Spoyer and Steed were more 
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subtle. They established a furniture 
store and for a time carried on what 
seemed to be a thriving business. A 
year’s honest trading gave them finan- 
cial standing, so it was not difficult to 
stock up heavily. The next task was to 
dispose of the goods. A “Clearance 
Sale’’ netted some $100,000. Since 
business was rushing, the cash was 
stuffed into a safe until it could be sort- 
ed out, figured up and desposited. 

By Saturday night the safe was 
choked with cash. On Monday morn- 
ing, however, the partners found that 
the safe had vanished. With it went 
cash, bonds, books and other records. 

Creditors called in detectives to run 
down the miscreants. Then certain in- 
teresting facts came to light; the cor- 
porations president was a mail carrier 
and its secretary a stenographer, while 
Spoyer and Steed had no official rank- 
ing» merely owning most of the stock 
and looking after the money end of 
things. 

Plainly the immediate task was to 
discover the safe. That was not easy. 
When results were lacking after weeks 





> 


It has been estimated that commercial crooks take 
annual toll of $250,000,000 from American business. 


of investigating it was deemed possible 
that Spoyer or Steed might know more 
about it than had been suggested. Any- 
way, the electric wires went wrong, and 
an electrician, who happened to be an 
investigator, responded to the call. In 
examining the wires, he went through 
the upper rooms of the house, the base- 
ment being inaccessible to him. 

Then Spoyer’s gas pipes fell out of 
repair and the basement had to be ex- 
plored. Here again was disappointment. 
Similar troubles occurred in the house of 
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Mr. Steed with no results. Investiga- 
tion in other directions, however, was 
rewatded by the discovery of $50,000 
worth of furniture that seemed to have 
been shipped by Spoyer and Steed to 
Fort Wayne. The gentlemen, however, 
disavowed the shipment and disowned 
the goods. 

Taking the bull by the horns the in- 
vestigators decided they had enough 
evidence as to ownership to warrant 
seizure of the furniture. Still the safe’s 
whereabouts was wrapped in mystery 
until a disgruntled ex-watchman turned 
up and told how, on the night of the 
alleged robbery, Messrs. Spoyer anc 
Steed had been about the premises 
until late and had then departed in a 
truck, taking along a tarpaulin-covered 
object about the size of the missing 
safe. 

With admitting anything, the asso- 
ciates conceded that facts were a little 
against then, and as a goat seemed to 
be wanted, they would agree to take a 
year and a day and call it square. The 
attorney, however, was hard-boiled. It 
took the jury 30 minutes to decide what 
had happened to 
the safe, and who 
was responsible for 
its disappearance. 
Spoyer and Steed 
went to prison. 

The idea of the 
fake robbery was not 
the exclusive prop- 
erty of Spoyer and 


Steed. It is a fa- 
vorite method of 
solving one of the 
most troublesome 


problems of the 
business crook—how 
to explain the van- 
ishing of assets 
whose loss had made 
it necessary for him 
to offer his creditors 
ten cents on the 
dollar. 

When a man fails 
to pay his bills there is an ascertainable 
reason. Since every man who is un- 
able to meet his obligations is not nec- 
essarily a crook, the reason may be an 
honest one. The crook has lavished 
much ingenuity and originality in the 
production of stories which sound hon- 
est. 

In them may be found much of hu- 
man interest and not a little amusement. 
Both were to the fore in the story that 
sought to explain the collapse of the 
Bay City Supply Company. Here as- 
sets of $30,000 had evaporated in a 
year. Examination (Cont. on page 42) 
















When President Roosevelt 
* nounced that Uncle Sam would 
lu make loans direct to industry, many 
credit men looked out of the cor- 
nets of their eyes and expressed opin- 
ions that the government had no place 


an- 


in the banking business. That was a 
year ago. 

Now that the government has started 
to make loans through the Reconstruc- 
tion Finance Corporation and through 
the Federal Reserve system, it may be 
of interest to check over the records and 
see just how the President's plan to help 
industry over some of the rough spots 
in the wake of the “recent economic 
upheaval”, (or whatever we choose to 
call the situation faced by business since 
1932) is working. Some time was re- 
quired to set up the mechanics for this 
new phase of governmental operation 
but the innovation now has been “in 
production” long enough to establish 
two general and basic facts which are 
of deep interest to credit executives. 
These are: 

(1) That the economic condition did 
require the establishment of a 
new source of temporary work- 
ing capital for deserving indus- 
try, and 
That the loans being made 
through the two agencies estab- 
lished by the government are 
being safeguarded in such a way 
that Uncle Sam’s cash will not 
be wasted. 

The first of these general theses has 
been established to the satisfaction of 
business leaders, members of Congress 
and the administration. Through the 
continuing months of the depression, 


(2) 


Checking credit 
for Uncle Sam 


Record to October 10 of direct leans to 


industry through Federal Reserve Banks 






Applications 


As told by WILLIAM H. POUCH, Past Pres., 


Approved by lLA.C. ....... 
Rejected by A.C. ........ 


NUMBER AMOUNT 
3,683 $122,554,000 
547 25,666,000 
2,073 54,894,000 





National Association of Credit Men. 


Chairman, Industrial 


Advisory Committee 


of the Federal Reserve Bank, New York, 
to a staff writer of this publication. 


many industrial institutions had depleted 
their working capital. Receivables were 
more or less frozen. Investments in 
inventories could not be turned fast 
enough to meet running expenses and 
payrolls. Banks were limited through 
their restricted machinery to loans that 
could be paid out in three to four 
months. Industry needed accommoda- 
tion on working capital for one, three 
or even five years. It should, however, 
be recorded that the lawmakers investi- 
gated the needs of industry quite thor- 
oughly and covered most of the 
situations in the draft of the legislation 
that made direct loans to industry pos- 
sible. 

It is however in the second thesis 
that credit men will find their primary 
interest. Many of those who were 
doubting Thomases when the proposals 
for making direct loans to industry were 
first announced, changed their opinions 
as they came to know just what is being 
done to safeguard Uncle Sam’s cash. 
Others will be interested, both from a 
professional standpoint and because they 
will be happy to learn that some of 
their good customers can find just the 
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relief they may so pressingly require at 
this time, through a loan either from a 
Federal Reserve bank or through the 
R.F.C. 

Members of the National Association 
of Credit Men were quite pleased when 
the announcement was made last July 
that William H. Pouch, a former na- 
tional President of N.A.C.M., had been 
named as chairman of the advisory com- 
mittee in charge of direct loans to in- 
dustry by the Federal Reserve Bank for 
the Second district, which serves the 
state of New York, the northern portion 
of New Jersey and a part of Western 
Connecticut. 

Being President of the Concrete Steel 
Corporation and known among business 
leaders as a militant and progressive 
advocate of sound business principles, 
the mere announcement that Mr. Pouch 
was to head the committee that would 
pass upon these direct loans to industry 
in the Greater New York area, brought 
a reassuring confidence to the business 
world. 

Associated with Mr. Pouch are sev- 
eral other outstanding business and in- 
dustrial leaders, forming a group of 
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initial authority on these direct loans vation by the government. 
which commands the respect and con- 
fidence of the most critical. 


proprietary capital, either new or addi- 


ing capital will help these ‘going’ in- 
“It is not our function to provide dustries and thus continue the employ- 
ment situation in these individual plants, 


Other members of Mr. Pouch’s com- tional, nor to make loans which should when a lack of this additional working 
mittee are: John Hartford, president, classify under the functions of banks capital might necessitate factory shut- 


Great Atlantic and Pacific Tea Com- 
pany, John B. Clark, president Clark 
Thread Company, Albert A. Hopeman, 
president A. W. Hopeman & Sons, Co., 


& Co. The same high 
calibre of business 
leaders have been ap- 
pointed in the other 
Federal Reserve dis- 
tricts. 


An announcement 
by the Federal Reserve 
Board from Washing- 
ton early in October 
brought the informa- 
tion that up to that 
time about 30 million 
dollars have been 
loaned to industry since 
the inception of the 
administration’s plan 
for this sort of mone- 
tary relief. So we 
called upon Mr. Pouch 
and suggested that the 
credit profession 
would be greatly in- 
terested to learn how 
these loans are made. 
He very graciously ac- 
cepted the suggestion 
and in turn offered 
the idea that the men 
charged with the cred- 
it work and financial 
management of indus- 
trial institutions might 
well study the possi- 
bilities of these direct 
loans as a means or 
method of helping 
some of their custom- 
ers who might be vic- 
tims of the. present 
situation in business. 

“In the first place 
it should be made 
clear that the function 
of this plan as oper- 
ated through rhe Fed- 
eral Reserve system 
in the channels of the 
several district banks 
is entirely for the 
purpose of providing 
working capital to de- 
serving industries,” 
Mr. Pouch said in 
starting his description 
of this financial inno- 
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or factors. And I also want to have downs.” 
it understood at the beginning that 
the loans we are making are passed only 


The Industrial Advisory Committee wants: 


l. 
2. 
3. 


17. 
18. 
19. 


Balance sheets for last ten fiscal years. 
Detailed operating statements (profit and loss) for same period. 


Reconciliations of surplus (corporation) or net worth (individual 
or partnership) for each year. 


. A statement of assets and liabilities showing the condition of 


the business at a date not more than three months prior to the 
date of the application. 


.. Receivables —. from the conduct of regular business are to 


be segregated as follows: 
a) Not due on statement. 
b) Past due on statement. 
c) Less reserve for loss. 


. Inventories (state basis of valuation). 


a) Raw materials. 
b} Goods in process. 
c) Finished goods. 





. Schedules of real estate and other fixed assets. 
. Notes payable. 

. Mortgage debt. 

10. 
I. 
12. 
13. 
14. 
15. 
16. 


Bond issue outstanding. 
‘Contingent liabilities. 
Percentage of sales for cash during last fiscal year. 
Terms of purchases. 
Terms of sales. 
Principal trade references. 
Life insurance: 
Insurance of individuals payable to estate. 
¢ 


Insurance payable to partnership. 
Insurance payable to corporation. 


Purposes for which loan is to be used. 
Description of collateral offered. 
Proposed program of liquidation of loan. 


Mr. Pouch explained that the method 
to be followed in seeking a direct loan 
after the most thorough investigations from the Federal Reserve is quite simple 


C. R. Palmer, president Cluett, Peabody have convinced us that additional work- but that the applicant must be prepared 


to show a very de- 
tailed report of his 
business operations. 
“We have had 
something like three 


> thousand inquiries 


about these direct 
loans in the New 
York district,” Mr. 
Pouch explained. 
“Out of this large 
number only 300 
have actually filed ap- 
plications. Of course 
when it is was an- 
nounced that the gov- 
ernment had arranged 
to make direct loans 
to industry, a long line 
of the lame, the halt 
and the blind of the 
business world rushed 
to ask how they might 
dip into the govern- 
ment’s money bags. 


“But when these in- 


quirers were asked to 
fill out an application 
blank, which embraced 
a questionnaire cov- 
ering pertinent facts 
about their business, 
many of them seemed 
to hesitate before go- 
ing farther.” 

The form of the 
questionnaire would 
be interesting to cred- 
it executives who have 
made a close study 
of credit analysis. 
Others who hesitate 
to ask customers and 
prospective customers 
for financial _ state- 
ments and other data 
upon which to base a 
credit appraisal would 
find here an excellent 
stimulus to their busi- 
ness backbones. Mr. 
Pouch pointed out 
that in going over 
the questionnaires his 
committee does not 
hesitate to ask other 
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pertinent questions than those listed if 
they are thought necessary to present a 


complete picture of the business seeking 
the loan. 


The applications when completely 
filled out are checked by the staff of 
the Federal Reserve Bank. If they are 
found to be in order, the applications 
are then submitted to the members of 
Mr. Pouch’s committee, each one mak- 
ing his own appraisal upon the data 
submitted before each case is taken up 
at the weekly session of the committee. 
After being passed by Mr. Pouch’s com- 
mittee the applications are then sent 
along to the loan committee of the Fed- 
eral Reserve Bank. 

It is interesting to note in this con- 
nection that not one of the applica- 
tions approved by Mr. Pouch’s commit- 
tee has been declined by the Federal 
Reserve Bank Directors. 

As_ hinted 
above, the ruling 
factor in approv- 
ing these loans 
is the matter of 
wotking capital 
and its need for 
assisting a going 
business over a 
rough period. In 
following _ this 
rule the strict 
interpretation of 
the meaning of 
working capital 
is not demand- 
ed, but in some 
cases when the 
question of 
keeping a plant 
going and con- 
tinuing employ- 
ment for several 
hundred men is 
involved, the 
loan is granted 
on a imore ex- 
tended basis. 
The ‘loans so 
far granted run 
for terms of 
from six months 
to five years. 
The smallest 
loan granted in 
the New York 
area was for 
$300 and the 
largest was for 
$800,000. In 
some of the other 
Reserve districts, 
loans amounting 
to more than a 














Down narrow Liberty St., at No. 
33, is the New York Federal Re- 
serve Bank for the Second District. 




















































million dollars have been approved. 


Credit men will be interested in the 
nature of businesses represented in the 
file of applications. For example, a 
dentist applied for a $2,000 loan for 
working capital with which to carry on 
his business. His application showed 
that he had booked better than $7,000 
per year for the past five years. The 
dentist admitted however that he had 
lost all of the surplus gathered from 
previous years in playing the stock 
market and that he did not have the 
cash to carry on his business during the 
usual turnover of his accounts. He 
offered $25,000 in accounts more than 
six months old as collateral for his 
proposed loan but he did not get the 
loan. 

Another interesting case came from 
a beverage plant. It asked a loan of 
$250,000. The plant had expected 
that its business 
would develop in 
the bottle trade. 
To meet this ex- 
pected demand it 
placed an order 
for $250,000 
worth of bottles. 
However the busi- 
ness developed in 
the bulk trade. 
The account for 
the large quantity 
of bottles became 
pressing and the 
plant appealed to 
the Federal Re- 
serve Bank for a 
loan to enable it 
to work out its 
bottle inventory 
problem. 

This proposi- 
tion was turned 
down but an other 
proposal finally 
was approved 
whereby the own- 
ers of the plant 
put in more capi- 
tal, the bottle 
maker took long 
term notes for 
part of his bill, 
the commercial 
bank handling the 
plant’s account 
supplied a larger 
line of credit, and 
the Federal Re- 
serve approved a 
loan less than 
half the amount 
first asked. 









































Under this plan the loan by the Fed- 
eral Reserve provided funds which 
might be classified as proprietary capital 
investment but which would pay out in 
the course of two or three years business. 


Another case from up-state New York 
involved a well established business 
whose sales were largely on a season- 
able basis. The turnover during the 
past two years had been upon a margin 
so close to the red line that the work- 
ing capital of the company had been 
used for payroll, inventory and expense 
items which would not liquidate until 
the trade season. Without additional 
working capital this plant, employing 
nearly a thousand persons, would have 
been closed down. A plan was worked 
out whereby its Federal Reserve loan 
will be repaid over a three or four year 
basis. 

A laundry found that it could increase 
its profits by slightly increasing its out- 
put. To get this added business two 
additional trucks and drivers were need- 
ed. A loan was approved to purchase 
these trucks, with the loan repaid on a 
monthly basis over an eighteen month 
term. 

It will be seen from the above that 
several new advantages are available 
to the business world through this plan 
of direct loans to industry. As worked 
out so far the direct loan program does 
not in the least interfere with the or- 
dinary run of bank business. The new 
plan is really of considerable advantage 
to the commercial banks for they are 
enabled to take many of these loans after 
they have been approved by the Feder- 
al Reserve, as one of the provisions of 
this mew program is that banks may 
turn to the Federal Reserve when they 
need to, to take 80 per-cent of such 
loans off their hands. This arrangement 
in turn gives a liquid status to these 
loans when taken by the banks which 
they would not have under the ordinary 
regulations and rules of the bank com- 
missioners. 

As Mr. Pouch pointed out at the start 
of his interview, this whole program 
has been established for the one and 
definite purpose of providing working 
capital for deserving industrial institu- 
tions which could not obtain proper re- 
lief under the former line up of bank- 
ing channels. 

Credit executives doubtless will be in- 
terested in the information presented in 
this interview with Mr. Pouch, as it may 
offer a suggestion as to how some 
of their good customers may obtain 
assistance in some of their financing 
problems. As indicated by some of 
the examples presented (Cont. om p. 46) 
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Latin-American credit 
and collection survey 


survey on credit and collection con- 

ditions in twenty-one Latin Amer- 

ican markets indicates that the 
upward trend of credit conditions mani- 
fest during the earlier parts of the year 
has not been maintained in certain mar- 
kets during the third quarter, but despite 
this, collections are generally better in a 
large percentage of these markets. 


The opinions of members of the For- 
eign Credit Interchange Bureau who are 
selling into these markets give the basis 
for this survey, which is the twenty- 
fourth consecutive quarterly survey com- 
piled by the Foreign Department of the 
National Association of Credit Men. 

During the first and second quarters 
of this year an improvement was no- 
ticeable in the credit and collection in- 
dices. In a majority of the markets 
surveyed, in the second quarter the 
credit conditions did not show as sub- 
stantial an improvement as had been in- 
dicated in the first three months of the 
year, but nevertheless, were generally 
more favorable. 


In the third quarter just closed, the 
survey indicates that there has been 
somewhat of a reversal of trend in a 
number of these markets. After a con- 
tinued improvement for a number of 
months, it is to be expected that this 
continual forward movement could not 
be maintained in all cases and it will be 
interesting to note whether this is a 
temporary recession in these markets or 
the beginning of a definite reversal of 
conditions. We can look forward to 
the results of the survey at the closing 
quarter of this year as a further indica- 
tion of a definite trend in these markets. 

In the twenty-one markets covered in 
the current survey, thirteen show a de- 
cline as far as the index of credit con- 
ditions is concerned. However, for four 
of these countries the decline might be 
called only a technical one because it 
-fepresents only a loss of one or two 
points in the collection index and, there- 
fore, practically means no change from 
the survey of three months previous. 
These countries are Argentina, Panama, 


= At the close of the third quarter the 
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@ by W.S.SWINGLE, director 
of the Foreign Department and 
the Foreign Credit Interchange 
Bureau of the National Associa- 
tion of Credit Men. 


Brazil and Guatemala. 

Gains were shown in the credit index 
for eight countries, the chief gains being 
in Mexico, Paraguay, Chile, Ecuador 
and Bolivia. The credit index for Mex- 
ico continues to improve and the credit 
conditions in this market are, therefore, 
considered as rapidly approaching a 
normal situation. The improvement 
shown in the credit indices for the other 
four countries, while gratifying, never- 
theless leaves the ratings of these coun- 
tries at a low point on the list, as far 
as credit conditions are concerned, and 
in a low classification. 


Losses occurred in the credit index of 
a substantial nature for such markets as 
Dominican Republic, Salvador, Colom- 
bia, Costa Rica, Uruguay and Nicaragua. 
The accompanying graphical chart on 
credit conditions shows the credit index 
figures for each of the twenty-one mar- 
kets for the quarterly surveys running 
from September, 1933 to date. By ref- 
erence to this chart the trend of each 
country can be noted and the general 
classification observed for countries in 
the previous surveys as well as in the 
survey just closed. 

Collections have continued to im- 
prove, even though the upward curve 
for internal credit conditions has not 
been maintained in all of these markets. 
In the last survey collections did not im- 
prove as rapidly relatively as was the 
case in credit conditions, but in the 
survey for the third quarter a continued 
improvement in collections was noted to 
a far greater extent than might be ex- 
pected from the credit conditions exist- 
ing. This emphasizes again that good 
credit risks in these markets are taking 
care of their obligations on a relatively 
satisfactory basis, subject, of course, to 
the difficulties of exchange transfer and 
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the economic conditions existing within 
the country. 

The record of collections continues to 
indicate a high relative responsibility of 
good buyers in these markets. Current 
transactions are continually improving as 
far as payments are concerned in a good 
percentage of the markets covered and 
in some cases, such as Colombia, even 
though old accounts are still tied up, 
current business is being taken care of 
satisfactorily. One factor which must 
be considered in the payment of ac- 
counts is the continued question of ex- 
change not only where restrictions exist 
but particularly where the open market 
rate penalizes the buyer by forcing him 
to put up a large number of units of his 
local currency in order to obtain dollars, 
thereby increasing the price of the com- 
modity to the importer. 

It is hoped that the trading agree- 
ments which are now being worked 
upon with a number of countries in 
Latin America will lead toward not only 
a better understanding but will bring 
about the recovery of restrictions, quotas 
and other factors which retard the free 
movement of trade. One important fac- 
tor should not be overlooked in nego- 
tiation ‘with these trade agreements and 
that is they should provide for a thor- 
ough and definite consideration of the 
exchange problem and adequate protec- 
tion for satisfactory payment of future 
current transactions as well as going as 
far as possible toward the development 
of a definite working agreement for the 
liquidation of old balances which may 
be blocked either by arbitrary restriction 
or through shortage of exchange. 

In many countries in Latin America 
internal conditions are steadily improv- 
ing, and if they can secure a ready mar- 
ket at reasonable prices for their im- 
portant export commodities it may be 
expected that they will continue to im- 
prove as a good market for American 
products. 

Considering the trade between these 
markets we must not only consider 
credit conditions and collections as far 
as Ouf OWN exports are concerned, but 
realize that foreign trade of a substantial 
character can only be maintained if a 
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Credit conditions in twenty-one 
Latin-American countries scaled on 
the basis of the credit condition in- 
dex figures which express mathemat- 
ically the combined opinions of 
individual reports on each country. 


reasonably close trade balance is pos- 
sible. The number of bilateral trade 
agreements which are being made 
throughout the world, particularly with 
some of the countries in Latin America, 
do present problems for American trade. 
Even though the free flow of commerce 
is retarded by such trade agreements we 
must in self-defense maintain our 
proper standing and see that our trade 
relations with our friends in the South 
are carried on on such a basis as will 
give fair consideration to all concerned 
and not lead to further unbalancing of 
trade, and further exchange difficulties. 

In fifteen of the countries covered col- 
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lection conditions show improvement. 
Mexico continues to head the list and 
particular improvement has been shown 
in such countries as Honduras, Argen- 
tina, Brazil, Ecuador, Nicaragua, Bolivia 
and Chile. It should, however, be noted 
that in the last five countries mentioned 
collections are still very slow. While 
this may be due to economic conditions 
in some cases, on the other hand, in 
such markets as Brazil, internal condi- 
tions are very good and the collection 
problem is largely one of exchange and 
the result of exchange regulations which 
may postpone the settlement of drafts 
even in local currency. 

Losses in the collection index for six 
countries are chiefly indicated for such 
markets as Salvador, Venezuela, Para- 
guay and Costa Rica. The experience 
of the members of the Foreign Credit 
Interchange Bureau on collections in 
these markers is reflected in the graphi- 
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cal chart on collection conditions. This 
chart shows the comparative surveys run- 
ning back to September, 1933. The 
general trend of collections for each 
country can be noted by reference to the 
chart as well as a comparison between 
various markets in this territory. Over 
two-thirds of the countries indicate that 
payments are prompt and fairly prompt. 
It should be noted that these surveys 
covered only commercial transactions 
and are in no way a reflection or indi- 
cation of government credit or of bond 
or security payment. They refer to the 
situation in connection with the regular 
flow of commercial relations. 


Collection conditions in twenty- 
one Latin-American countries at 
five different periods. The scale 
numbers are based on the percent- 
age of reports of prompt collections 
for each country in each survey. 
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present time, the Mutual Trade Protec- 
tion Movement, which is represented in 
Great Britain by some 70 organizations, 
each owned and controlled by its own 
members and managed by an Honorary 
Committee or Board of Management, 
has been carrying on a campaign not 
only to re-organize itself, but also to re- 
educate the commercial community in 
matters pertaining to the assessment, 
protection and granting of credits. 

The end of the War found the Mu- 
tual Trade Protection Movement in a 
strong position. The supplying of credit 
information between the members of the 
local Societies and their Society had gone 
on through the War, though the volume 
of enquiries had dropped by reason of 
the growth of cash business caused by 
the abundance of money and the needs 
of the times. 

The net work of credit reporting 
agents all over the country had been kept 
intact in spite of the never ending 
changes which were caused by agents 
being called up for war service and sub- 
stitutes having to be appointed, and the 
co-operation through the National Asso- 
ciation of Trade Protection Societies by 
the local Societies 
with each other 
remained unim- 
paired. The Move- 
ment, however, 
had obviously had 
to stand still dur- 
ing the War and 
as many of its di- 
recting personali- 
ties had not been 
available, there 
was need for a 
complete overhaul 
of the whole or- 
ganization. 

Between 1919 
and the present 
time the Move- 
ment has been 
more active than 
ever in its history. 
The constitution 
of the National 
Association of 
Trade Protection 
Societies was tight- 
ened up in 1920 
and has been 
strengthened several times since that 
date. Visits were paid to the United 
States, Germany, France and many other 
foreign countries and the methods, or- 
ganization and activities of similar 
bodies were carefully examined and con- 
sidered. 

The International Association for Pro- 
motion and Protection of Trade Ltd., 


in Africa w 


the Society which has always specialized 
in maintaining an oversea organization, 
made contact and associated agreements 
with similar organizations all over the 
world. In this connection your present 
writer would publicly testify to the great 
assistance and courtesy he received at 
the hands of the National Association of 
Credit Men when visiting the U. S. A. 
some yeafs ago on a visit of enquiry. 
The connection between the N.A.C.M. 
and the International Association then 
commenced has proved of the greatest 
service to creditmen on both sides of the 
Atlantic. 

The result of all these investigations 
was that the British Mutual Trade Pro- 
tection Movement saw the need for add- 
ing what is in effect the credit inter- 
change and reciprocal reporting which 
has been brought to such a high state of 
efficiency by the National Association of 
Credit Men. My readers will notice at 
once that what is intended is to add to 
the existing Status Reports ledger ex- 
perience, in detail, instead of giving a 
concensus of opinion as has been the 
custom in the past. The ideal which we 
British Enquiry Bureau Managers have 





@ Credit practices have advanced from the form of creditor-debtor relations 
at the debtor is chained to the creditor until the debt is paid! 


before us is to provide in one report 
what we term the complete ‘‘check up,” 
i.e., antecedent, registered and general 
trade information, plus the actual credit 
experience in detail as now rendered by 
the N.A.C.M. in the U. S. A. 

The line of development is to be that 
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of groups of suppliers to particular 
trades and industries. The first of such 
groups set up was that of suppliers to 
the “Building and Allied Trades” and 
although at first it was difficult to over- 
come the conservative attitude of sup- 
pliers who, while used to expressing 
their opinion as to a specific credit and 
giving their general experience with an 
account, felt reluctant to give ledger de- 
tails, this group today is working the 
scheme with marked success and satis- 
faction. 

My readers will appreciate that these 
developments are yet in their early 
stages, but at the Annual Meeting of the 
National Association of Trade Protec- 
tion Societies held in May last, proper 
provision and adequate regulations were 
adopted for the organization, manage- 
ment and method of working of these 
special trade groups or sections which 
include the reciprocal interchange of 
ledger information on exactly the lines 
of the N.A.C.M. 

This marks the last stage in an educa- 
tional effort and the first stage in the 
general acceptance of the principle that 
every report as to the credit worthiness 
of a customer shall 
contain not only 
antecedent infor- 
mation, general 
experience, char- 
acter, knowledge 
of business, and 
registered infor- 
mation, but also 
actual ledger ex- 
perience of other 
suppliers quoted 
separately. The 
principle of the 
free reciprocal re- 
port to those who 
give experience 
has also been ac- 
cepted. 

Credit problems 
are the same the 
world over and it 
is an interesting 
reflection that 
while the old 
country, at the end 
of the 17th cen- 
tury, gave com- 
merce the lead by 
setting up Mutual Trade Protection So- 
cieties and laying down principles now 
being worked all over the world, the old 
country in the 20th century goes to the 
new country to consider new applications 
of the old principles. Action and fe- 
action between the (Continued on page 42) 
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John Bull’s credit system 


@ "Credit problems are the same the world over and it is an interesting reflec- 
tion that while the old country, in the 17th century, set up Mutual Trade Protec- 
tion Societies and laid down the principles, it is the old country, in the 20th century 


States of America have commented 

to me in the past upon what has 

seemed to them to be the old fash- 
ioned methods of the British creditman 
(using the description British in this 
connection to cover the British Isles). 
The impression obtained was that the 
organization for securing credit informa- 
tion and experience did not come up to 
American standards and the general re- 
fusal of subjects of inquiry to supply 
information regarding themselves was 
another point which created an unfavor- 
able comparison. 

What these critics failed to grasp, and 
it was not surprising, was that the con- 
ditions in Britain were entirely different 
from those in their own country. 

In the first place, “distances” in this 
country are negligible when compared 
with America; in the second, the loca- 
tion of persons did not change with any- 
thing like the frequency as was common 
in the new country. 

The retail trader in the provincial 
town, (excluding one or two large cen- 
ters) for example, knew all about most 
of his customers. The customers had 
been born in the place, their parents’ 
business was known, how much they 
had left when they died, who had mar- 
ried whom, the character and all else, 
was well known. Families were located 
for hundreds of years in the same dis- 
trict. In such circumstances the meet- 
ings to exchange credit information 
which were held between local retail 
traders, were ample to enable a full 
check up to be made. 

_ Even when the population grew and 
the development of transport made re- 
movals more frequent and the weekly 
meetings of retailers were replaced by 


“: Many business men from the United 
~ 


CREDIT and FINANCIAL MANAGEMENT 


that goes to the new country to consider applications of the old principles." 


by CUTHBERT GREIG, F. |. S. A., General Manager and Secretary, 
International Assn. for Promotion and Protection of Trade, Ltd. 


the written report compiled by the 
Mutual Trade Protection Societies, which 
grew out of these early credit exchange 
meetings, the same satisfactory state of 
affairs existed. 

The Mutual Societies linked them- 
selves up under a National Association 
originally known as the Union of Trade 
Protection Societies, and when a new- 
comer arrived in the town, the local so- 
ciety would write to the society covering 
the old area, for past history. The result 
was a “chatty” reply giving every sort 
of information from history of the 
parents of the subject of inquiry down 
to the subject’s childhood, past employ- 
ment and character. 

The same sort of condition existed in 
the manufacturing and wholesale trade. 
Those in any one trade and their connec- 
tions were well known. Businesses went 
from father to son and specified areas 
were the homes of special trades, for ex- 
ample, Nottingham lace, Bradford tex- 
tiles, Sheffield steel. The Mutual Trade 
Protection Societies Secretary knew ex- 
actly where to get information—there 
was no need for a Register indicating 
sources of supply to be maintained by a 
central ‘index. 

When it came to the question of over- 
sea trade, the Export Agent and Shipper 
looked after that angle and very few 
manufacturers sold direct to customers 
overseas. Development had been slow, 
information kept pace with changes and 
therefore creditmen did not need to use 
questionnaires, nor co-operate to provide 
lists of customers as was necessaty in a 
new country like the U. S. A., where 
emmigration was in full flood, where 
new towns and industries were spring- 
ing up over a continent divided into 
states with different commercial laws and 
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conflicting conceptions of business. 
Bearing such facts in mind, the same 
astonishment will not be felt upon hear- 
ing that a well known British manufac- 
turer said to me recently “one of the 
Credit Bureaux had the damned imper- 
tinence to ask me for a credit state- 
ment.” 

This manufacturing firm had been in 
existence for over 140 years and he re- 
garded it as a sort of national institution, 
and the idea of anyone questioning its 
credit worthiness seemed to him to be 
rank treason. 

My readers may have noticed that all 
through this article I have written in the 
past tense. I have said “the location of 
people did not change”; the provincial 
retailers “knew” all about their cus- 
tomers and so on. The past tense is 
necessary, for the Great War completely 
changed the situation in Britain. There 
are still, it is true, many old established 
firms but the movement of the popula- 
tion, the growth of provincial towns and 
cities, the changing habits of life and the 
curtailment of old industries and the 
building of new, have developed since 
the War at such a pace that information 
has lagged far behind change. More- 
over, the War took the money from one 
class and gave it to another. Money and 
power changed hands—the old stabil- 
ized position disappeared. 

After the War retail business, manu- 
facturers, wholesalers, agents and so 
on, appeared on the scene who were 
quite unknown, while many old busi- 
nesses went out of existence. Many of 
the old creditmen were dead or retired 
and it soon became obvious that the 
methods adopted by the Mutual Trade 
Protection Movement in the past would 
have to be strengthened and developed 
to meet the new conditions. 

Thus it was that from 1919 until the 
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line of credit than they deserved. Mr. 
Siebert believes in interchange of ledger 
experiences and has used the Inter- 
change Bureau of the New York Credit 
Men’s Association to considerable ad- 
vantage for a continuous period. 

Sales Records are examined quarterly 
by the Credit Department. The de- 
partment sends a polite form letter to 
all accounts which have been inactive 
for the past three months. Not only 
does this produce business but it has, in 
many cases, disclosed easily adjusted 
misunderstandings. The Credit Depart- 
ment also tries to tactfully induce known 
quantity buyers, whose purchases are 
trivial, to concentrate more of their 
business with Hammacher, Schlemmer. 

This system has operated satisfactorily 
over a period of years. As a step to- 
wards simplification, the Sales Record 
Card and the envelope containing credit 
application data were combined in the 
present Sales Record envelope. Ap- 
proximately 30,000 accounts are kept in 
a compact space and the complete rec- 
ords are maintained by two clerks. 
Reference to any account is a matter of 
seconds and chances for errors are at a 
minimum. 

In this system, a red signal makes 
ledger reference necessary. If the ledger 
shows any amounts past due the next 
step is to refer to the collection file or 
follow-up dunning tickler, which reveals 
the correspondence. Generally, form 
letters are not used although the same 
letter is sued on a certain number of 
small accounts. Usually this letter is 
dictated each month and then oe 
to that class of accounts. 

Taking quite a little jump Westward, 
we are indebted to Mr. F. S. Walden, 
Vice President-Secretary of Strevell-Pat- 
erson Hardware Company, Salt Lake 
City, Utah, for a description of his com- 
pany’s method of marshalling routine. 

The company’s order blanks (Fig. 2) 
are written by salesmen in three copies 
(Yellow original ; Blue duplicate; White 
triplicate). The register number is made 
by the printer rather than with a num- 
bering machine at the time of Credit 
O.K. 

On receipt, orders are first O.K’d by 
the Credit Department. The original 
and duplicate are then sent to the Order 
Department. The triplicate copy is re- 
tained in a special alphabetical file. 

The duplicate copy, as well as the 
original, is priced by the salesman and 
when the order is filled this duplicate 
copy is packed with the shipment. Upon 
receiving his order the customer is able 
to check from that list instead of waiting 
for the typewritten invoice, which is 
usually a day late (Continued on p. 36) 
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When did you last look at your 
system of maintaining credit and 

i collection data? Or, more specif- 

ically, when did you subject the 
method you are now using to a careful 
and impartial examination for its sim- 
plicity, standardization and low upkeep 
cost? Of course you realize that such a 
check-up may be helpful. Yet, if you 
are like most of us, you also realize that 
it is difficult to make. 

Familiarity may or may not breed 
contempt. It certainly develops a sort 
of blindness which is very difficult to 
overcome. A system with which one 
has lived for many years is like an old 
house. We become so accustomed to its 
faults that we never notice them. 

It is always possible to have an out- 
side survey made and this often gives 
excellent results. Generally, however, 
the better way seems, to me, a full and 
frank interchange of system experiences 
between credit executives. For it is 
through such cooperation that ideas are 
unearthed which enable you to find the 
system best adapted to your needs at the 
minimum of overhead cost. 

Obviously, methods of maintaining 
credit and collection data must vary with 
the industry. The maker of women’s 
wear may have quite a different system 
problem from the distributor of gro- 
ceries. Therefore, to find a method or 
system best adapted to your needs, your 
first source of information would be 
within your own industry. However, it 
is unwise to exclude other fields. For 
many successful industrial processes of 
today have originated through adapting 
the methods of other industries. Steel 
mills have adopted processes used - in 
paper mills, to mention only one ex- 
ample from thousands. 

This article surveys the credit systems 
of some outstanding wholesale hardware 
houses. Subsequent articles will deal 
with other lines of industry. Through 
the series, as a whole, you will get a 
bird’s eye view of the best methods used 
today for maintaining credit and collec- 
tion data. 
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Successful credit systems 


First of a series of articles by H. P. PRESTON 
This month: HARDWARE. Next month: CLOTHING 





Successful 
credit systems 


The following articles in this 
series will survey the Clothing, 
Wholesale Groceries, Drugs, Paint 
and Oil and other industries. These 
articles are designed to furnish you 
with information directly applicable 
to your problems. Your cooperation 
is invited in making this series as 
widely representative as possible. 
Even though you are not connected 
with these specific industries, any 
suggestions or information you may 
have about Credit Systems and 
Methods will be welcomed and used. 
If there are any particular points 
you would like to see discussed or if 
you have any questions you would 
like answered, write Mr. Preston in 
care of Credit and Financial Man- 
agement and your request will re- 
ceive immediate attention. 





If you will read this article carefully, 
you will find that, despite certain dif- 
ferences, there is an underlying method 
principle which can be profitably applied 
to the wholesale hardware field as a 
whole. Space prevents any detailed dis- 
cussion of this aspect at present. But 
it will be obvious to any credit executive 
that a standard system, having a mini- 
mum of upkeep and maintenance cost, 
yet affording a maximum of informa- 
tion, is possible for any trade group 
selling similar merchandise to kindred 
outlets on more or less equal terms. 
This angle of the matter, with an 
analysis of all credit systems surveyed, 
will be covered in a separate article con- 
cluding this series. For the present, the 
systems are presented without comment. 

One of the landmarks of New York 
is a pair of little bearded gnomes which 
represent the firm of Hammacher, 
Schlemmer and Co., a synonym for 
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hardware and allied merchandise. 
William H. Siebert, Secretary of the 
company, believes in the closest coopera- 
tion between the sales and credit depart- 
ments and, in fact, somewhat unusually 
—though very logically—combines the 
duties of Sales Manager, Advertising 


Mr. 


Manager and Credit Manager. In the 
system which he has devised, sales and 
credit records are closely integrated. 


An 8 x 5 inch manila, side opening 
envelope serves the double purpose of 
showing the exact status of each account 
and holding all data relative to the ac- 
count’s initial credit rating. This Sales 
Record Envelope (Fig. 1) shows the 
ledger folio, whether account is whole- 
sale or retail, terms on which sold, 
source of business, credit limit, salesman 
and ratings. Spaces are provided for 
recording the amount of business done 
over a five-year period. Sales Record 
Envelopes are filed numerically accord 
ing to the ledger index number so that 
all records—index, ledger and sales, are 
under the same number though in three 
different places. 


A vertical type of visible index is 
used for Credit Authorization purposes. 
Each account has a separate card (Fig. 
1A) on which is shown special instruc- 
tions, if any, index number of ledger 
account, terms and limit, if any. Trans- 
parent colored tabs are used for signal- 
ling purposes. A Red Signal usually 
indicates: Hold strictly to the limit 
designated. Sometimes red may indicate 
arrears, in which case reference to the 
ledger is made before additional orders 
are approved. A Green Signal indicates 
something special. This may be infor- 
mation bearing on credit or may be 
special shipping, packing or invoicing 
instructions. 

When an order is received from a 
new account about which information 
is scanty, Mr. Siebert does not depend 
upon the references furnished, but sends 
a courteous letter of inquiry to the en- 
tire trade. This has many times re- 
vealed applicants who were very slow 
pay and were using a few preferred ac- 
counts as references to obtain a greater 





Operation records 
as bases of credit 


was requested by the “American 

Accountant” in the early part of 

1929 to express his views as to the 
most important and interesting develop- 
ments in accountancy since January Ist, 
1928. 

Part of the letter, as published in the 
May, 1929 issue, declared that “the out- 
standing development of the profession 
in 1928 and the immediate years preced- 
ing it was the increasing importance 
given to the financial statements and 
other information given by the ac- 
countants with the consent of their 
clients. Today, literally speaking, the 
reports of the accountants are used as a 
basis for checking credits by financial 
and business institutions. 

“The norm of business will soon be 
reached as we are silently but surely 
stepping out of exhilarating youth into 
the calmer stages of early middle age. 
Then the cooperation of the accountant 
in the backbone of our economic struc- 
ture, i. e., the credit system, will assume 
an importance beyond the vision of the 
average practitioner.” 

Since that time we have witnessed the 
collapse of the stock market, and with 
it ruinous deflation with the concomit- 
ant failures in all walks of economic 
activity. Despite this industrial havoc, 
considerable progress has been made by 
credit groups in insisting on more de- 
tailed financial and other information 
from their customers. 

To fully comprehend the progress 
made, it is interesting to review the 
early methods of credit men in securing 
financial information. Not so many 
years ago, the average merchant pre- 
pared his statement once a year. Usually 
some statements were compiled from 
book records but in a great many cases 
the figures were estimated. Banks re- 
quested the same information to be 
filled in on their forms while some of 
the progressive textile concerns fe- 
quested signed financial statements. 

Profit and loss statements and other 


We writer, among twenty others, 
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by HERMAN HERWOOD, C.P.A. 


detailed information were not expected 
and were therefore not given. The 
credit man in evaluating the financial 
position of the debtor, would use the 
statement and an interchange of ledger 
information report. 

Today, notably in the garment in- 
dustry, debtors before receiving credit 
have to conform to the following re- 
quirements: 

1. Employ independent certified or 
public, accountants. 

2. Furnish balance sheets and state- 
ments of income, profit and loss to 
credit agencies, banks and commission 
houses at least once a year. The ma- 
jority, however, furnish in addition, 
semi-annual reports. These reports in 
most cases embody independent verifica- 
tion of all assets and liabilities, with 
the possible exception of merchandise 
inventories. In numerous cases these 
inventories are checked by the ac- 
countant. 

3. Submit trial balance figures during 
the period between financial statements. 

With all the plethora of information 
made available to credit men, is there 
something still lacking? Most concerns 
employ accountants and have the usual 
double entry set of books providing a 
chronological record of monetary trans- 
actions. Very few, however, can pro- 
duce adequate cost and stock records 
and only in isolated imstances are 
budgets prepared. Operating records 
are just as vital as the keeping of books 
of account because if properly con- 
solidated, the constant flow of informa- 
tion would serve as a basis for intelli- 
gent business action. 

Dr. Julius Klein, former Assistant 
Secretary of Commerce in the Hoover 
Administration, in discussing causes of 
business failures, stressed the impor- 
tance of proper records. He maintains 
that: 

“Recovery will begin as we get away 
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from vague surmises as to such un- 
pleasant subjects as cost of operations 
and resort to the application of most 
rigidly exacting accounting records. 
Every single establishment that weath- 
ered this storm successfully, and there 
have been many, has been conspicuous 
for the excellence of its information on 
costs, especially in the field of distribu- 
tion. Bankruptcy studies have shown 
again and again that four out of every 
five bankrupts were suffering from in- 
efficient accounting methods.” 


Taking into consideration the cost of 
the clerical help necessary to maintain 
these records, the minimum basic in- 
formation required should embrace: 

1. Predetermined cost records to be 
compared with actual results. This of 
course would make it necessary to keep 
perpetual inventory as well as produc- 
tion records. 

2. Complete and detailed budgets to 
be compared and coordinated with book 
figures. 

The importance of having available 
cost records cannot be overemphasized 
as during the period of manufacture 
estimated calculations may be serioiisly 
affected by the following factors: 

1. Wide fluctuations in the prices of 
raw materials. 

2. Changes in labor costs. 

3. Increase in overhead expenses. 

The perpetual inventory and produc- 
tion records are closely related to a 
properly planned budget. The budget 
is a plan for coordinating all factors 
and directing them toward the attain- 
ment of a definite objective. A prop- 
erly balanced budget is useful to both 
small and large concerns. It is based on 
an intelligently estimated sales forecast, 
taking into consideration economic con- 
ditions, vicissitudes of the industry, and 
the capacity of the firm to properly take 
care of its maturing obligations, costs 
and expenses. 


- It is a guide to the manufacturer as to 
the volume he can safely undertake on 
his working capital, and also the amount 
of business he must obtain at a certain 
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mark-up in order to cover operating 
costs and leave a fair profit. Purchases, 
cost of manufacturing, overhead ex- 
penses, must be calculated on the esti- 
mated sales. 


Where the sales do not come up to 
expectations, the budget must be altered 
accordingly. As a result of having a 
plan against which actual experience 
can be measured, management is able to 
make the necessary adjustments. This is 
much more desirable than to continue 
without devising corrective measures. 
The benefits to be obtained are succinctly 
pointed out by the National Industrial 
Conference Board, as follows: 

1. Sales efforts are more intelligently 
directed. 

2. Production is better controlled and 
planned. 

3. Inventories are more readily con- 
trolled. 

4. Financial requirements are deter- 
mined. 

5. Production and all overhead costs 
are kept within predetermined limits. 


6. There is a well defined coordina-. 


tion of the operations of all depart- 
ments. 

The installation and preparation of 
the budget present no difficulties. How- 
ever, cognizance must be taken of the 
following factors: 

1. The determination of estimated 
sales. 

2. The working capital required to 
take care of the expected volume. 

3. The quantities of each product to 
be made. 

4. The merchandise inventory re- 
quired. 

5. The amount to be expended for 
labor, supplies, operating expenses and 
equipment. 

6. The amount of profit to be ex- 
pected. 

The budget should cover a definite 
period. Each department should then 
submit its estimates. The sales are 
based on past results and are to be con- 
sidered in the light of present condi- 
tions. The cost of manufacturing and 
selling the goods is determined. The 
overhead requirements are then com- 
puted and with these figures as a basis, 
the question of proper financing must 
be solved. Considering the terms of 
sale and purchase and the available 
working capital, it is essential to pro- 
vide for the necessary carrying of peak 
operations. 

When operations are in progress, the 
actual results must be compared with 
the predetermined figures. This should 
be done weekly. Wherever necessary, 
the budget should be revised. Constant 


a “Operating records are just as vital as 
the keeping of books of account because, 
if properly consolidated, the constant flow 
of information would serve as a basis for 
intelligent business action.” 

a “Having complete financial as well as 
operating information, together with ad- 
vance planning, real and constructive data 
willbeavailabletoboth debtorandcreditor.” 


checking of the actual and budget 
figures must be adhered to, so that any 
radical departure from the budget esti- 
mates may be immediately noticed and 
corrected. The budget is the guiding 
post, pointing out the danger signals 
ahead. However, with budgets, there 
must be coupled good, sound and re- 
sourceful management. With the past 
records telling the story of failure. or 
success, with the budget and manage- 
ment guiding current activities, and 
forecasting the business future, intel- 
ligent control is inevitable. 





@& Brilliant for a moment, much like a comet 
many businesses fade out because of faulty 
operations. 


With advance planning, it is also 
necessary for merchants to acquaint 
themselves with the trend of business in 
general. This will enable them to fore- 
cast fluctuations in their own businesses. 
Important factors affecting a business 
are simply reflections of fundamental 
conditions. In order to meet changing 
conditions, the manufacturer must con- 
sider the effect of economic conditions 
and varying trends on his own business. 

With budgets in operation, the prep- 
aration of monthly financial and oper- 
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ating reports will have significance. 
These reports will disclose to the mer- 
chant defects in operation and will 
lead to timely corrective measures. These 
budgets will also serve as a guide in 
eliminating waste in all departments. 
Having complete financial as well as 
operating information together with 
advance planning, real and constructive 
data will be available not only to the 
debtor but to credit grantors. Financial 
reports will be coordinated with budget 
figures. The causes of unsatisfactory 
results will then be readily discernible. 


It is difficult to prophesy what the 
immediate future has in store for busi- 
ness. However, it is reasonable to ex- 
pect higher labor costs and fluctuating 
prices of raw materials, especially those 
having world markets. Monetary poli- 
cies of our government as well as other 
nations are factors to be considered. In 
addition, problems of taxation are as- 
suming an alarming importance. 

With all these factors to be given 
weight, the road to be traveled by the 
business man will be fraught with dif- 
ficulties. Facing uncertainty, it is ab- 
solutely imperative that business must 
be charted so that mistakes arising from 
unsound policies can be avoided. 

The compelling force in bringing 
about sound and intelligent business 
operation will be in the hands of credit 
grantors. The next advance then of 
credits and accountancy will be centered 
in the compiling of important informa- 
tion relative to the various ramifications 
of business and in the formulating of a 
definite and coordinated plan of pro- 
cedure to meet the needs of the mer- 
chants and of those institutions called 
on to provide credit. When that is ac- 
complished, inefficient and haphazard 
business management will be reduced, 
bringing as its concomitant a healthy 
economic organism, serving well the 
needs of society. 
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Collections and sales comments: 








City Collections Sales 
Ala. Birmingham Good Good 
Ark. Little Rock Fair Good 
Ariz. Phoenix Fair Good 
Calif. Los Angeles Fair Fair 
Oakland Fair Good 
San Diego Good Good 
San Francisco Fair Fair 
Colo. Denver Fair Fair 
Pueblo Fair Fair 
| Conn. Bridgeport Fair Fair 
Hartford Fair Fair 
New Haven Slow Fair 
: <. Washington Fair Fair 
Fla. Jacksonville Fair Fair 
Tampa Good Good 
Ga. Atlanta Fair Fair 
Ill. Chicago Good Fair 
Peoria Fair Good 
Ind. Evansville Fair Fair 
Fort Wayne Fair Fair 
Indianapolis Good Fair 
South Bend Fair Fair 
Terre Haute Fair Fair 
Iowa Burlington Fair Fair 
Cedar Rapids Fair Good 
Davenport Slow Fair 
Des Moines Fair Fair 
Ottumwa Fair Fair 
Sioux City Fair Fair 
Waterloo Fair Good 
Kan. Wichita Fair Fair 
Ky. Louisville Fair Fair 
La. New Orleans Good Good 
Shreveport Fair Fair 
Md. Baltimore Fair Good 
Mass. Boston Fair Fair 
Springfield Slow Slow 
Worcester Fair Fair 
| Mich. Detroit Fair Fair 
Flint Fair Fair 
Grand Rapids Fair Fair 
Kalamazoo Fair Good 
Minn. Duluth Good Good 
Minneapolis Fair Fair 
St. Paul Good Fair 
Mo. Kansas City Fair Fair 
St. Joseph Fair Slow 
St. Louis Slow Slow 
Mont. Billings Fair Fair 
Great Falls Fair Fair 
Helena Fair Good 
i Neb. Omaha Good Good 


NC. 
Ohio 


Okla. 


Ries 


Tenn. 


Tex. 


Utah 
Va. 


Wash. 


W. Va. 


Wis. 


drouth, some firms are reporting in- 


City Collections Sales 
Newark Slow Fair 
Albany Slow Fair 
Binghamton Fair Fair 
Buffalo Good Good 
Elmira Fair Fair 
Jamestown Fair Fair 
New York Fair Fair 
Rochester Fair Fair 
Syracuse Fair Fair 
Charlotte Fair Fair 
Grand Forks Good Good 
Cincinnati Fair Good 
Columbus Good Good 
Dayton Good Good 
Toledo Slow Slow 
Youngstown Slow Slow 
Tulsa Slow Slow 
Allentown Slow Slow 
Altoona Slow Slow 
Harrisburg Fair Slow 
Johnstown Slow Slow 
Philadelphia Fair Fair 
Pittsburgh Slow Fair 
Providence Slow Fair 
Sioux Falls Fair Fair 
Chattanooga Fair Fair 
Knoxville Fair Fair 
Memphis Good Good 
Austin Good Good 
Dallas Good Good 
El! Paso Fair Fair 
Waco Fair Fair 
Salt Lake City Fair Good 
Bristol Fair Fair 
Lynchburg Good Good 
Richmond Good Good 
Roanoke Good Good 
Bellingham Slow Fair 
Seattle Fair Fair 
Spokane Good Good 
Tacoma Fair Fair 
Bluefield Fair Fair 
Clarksburg Fair Fair 
Charleston Fair Fair 
Huntington Fair Fair 
Parkersburg Fair Fair 
Wheeling Slow Slow 
Fond du Lac Fair Fair 
Green Bay Good Fair 
Milwaukee Fair Fair 
Oshkosh Slow Fair 





Score sheet of collection and sales conditions 


effect on total collections. 













































































Clothing, 











































































































Birmingham, Alabama reports sales 

in agricultural district are good. 

uu Dry goods, groceries, etc., have en- 
joyed a very good business. Cotton 

is not being sold as promptly as previous 
years, owing to government control. 
Heavy industries depend almost entirely 
on government works . . . Conditions 
continue fair in Denver, Colorado, but 
some improvement in wholesale lines is 
expected due to approaching beet pay- 
ments . . . The textile strike in New 
Haven, Connecticut has affected busi- 
ness, especially in the eastern section .. . 
Davenport, Iowa believes the farm 
prices and a good corn crop are helping 
the situaticn locally . . . Delay in re- 
ceipt by farmers of cotton exemption 
certificates in Shreveport, Louisiana has 
retarded Fall collections considerably. 
Although the cotton crop is short due to 
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creases in sales over corresponding peri- 
ods for last year . . . Restricted credit 
in Springfield, Massachusetts has had its 





Summary 
This month: 
Collections: Sales: 
Good 21 Good 28 
Fair 64 Fair 63 
Slow 17 Slow Il 
Last month: 
Collections: Sales: 
Good 18 Good 20 
Fair 72 Fair 75 
Slow 12 Slow 7 





foodstuffs and essentials are busier; fur- 
niture, radios, autos, etc., very slack. 
Inventories are very small, but no sign 
of stocking up. Where improvement is 
shown, it is mostly on account of higher 
prices, which is misleading . . . The 
steel mills and coal industry in Johns- 
town, Pennsylvania are very slow— 
these two industries is their barom- 
eter . . . The Pennsylvania Railroad is 
still working on an average of ten days 
per month, according to a report re- 
ceived from Altoona, Pennsylvania. The 
city is trying to interest new industries 
which would bring more capital and 
more employment . . . The late rains in 
Sioux Falls, South Dakota have brought 
favorable results in late feed for winter 
pastures, so that the rural attitude is im- 
proved . . . The cotton and seed in 
Memphis, Tennessee are both bringing 


good prices. 






: 
»? 






The business 


thermometer: 


ber and the first part of October 

that the bottom had fallen from the 

steel business. Steel mills in the 
Pittsburgh district were operating at a 
rate that scored less than half of that of 
a year ago. This total was about 25 per 
cent of capacity, which total had been 
cut in half since March and April. 
However the picture is not entirely de- 
pressing. Prospects all point to a re- 
vival of buying before the end of Octo- 
ber, with a considerable increase in or- 
ders for the heavier lines such as build- 
ing, agricultural implements and auto- 
mobile production. Most authorities 
point to the feature that present day pro- 
duction is going into immediate use and 
that very little jobbers or stock orders 
are going out at present. 


The re-opening of more mills after 
the textile strike marked a general im- 
provement in the entire business situa- 
tion. Orders exceeded production in 
the lumber trade for the first time in 
many weeks. The total of car loadings 
by the 16 larger railway lines still 
showed a decline during the second 
week in October over a corresponding 
period last week, but the estimates for 
loading during the entire fourth quarter 
of this year point to an increase over last 
year. This mark has been set at 2.2 per 
cent by the shippers regional boards. 

One of the best indices of how busi- 
ness is advancing this year is shown by 
the report by the Class I railways which 
reported an increase of 20-million dol- 
lars in net railway operating revenue 
during the first eight months of this year 
over the same period last year. 


Commenting on the decline in whole- 
sale commodity prices, Commissioner 
Lubin of the U. S. Department of Labor 
had the following to say: 

“Of the 10 major groups of items 
covered by the Bureau, five showed a 
decrease, four remained unchanged, and 
one, chemicals and drugs, registered an 
increase. Farm products, foods and 
building materials were among the im- 
portant groups showing a price decline. 
Metals and metal products, hides and 
leather products, and fuel and lighting 
materials remained at the level of the 
week before. 


m It seemed for a time in late Septem- 
» 


“As compared with a month ago, 
present prices show a decrease of 0.4 of 
1 per cent. When compared with the 
corresponding week of a year ago, when 
the index was 71.1, the index is up by 
8Y4 per cent. It is 18 per cent above 
two years ago, when the index was 65.4. 
Current prices are 2914 per cent higher 
than the low point of 1933, the week of 
March 4, when the index was 59.6. 
They are slightly more than 814 per 
cent above the low point for the present 
year (71.0), which was reached during 
the week of January 6.” 

During the second week in October 
Chicago held its mid-season market and 
reports a satisfactory number of orders 
received from some 4,000 buyers who 
registered during the week of this event. 
Reports from the central west pointed 
to a rather spotty retail trade while 
wholesalers and manufacturers report a 
more buoyant spirit in trade circles. 
There was but slight change in the retail 
price index. 


Perhaps the most encouraging basic 
factor in trade news during the past few 
weeks has been the increase in retail 
sales during August and September. 
While the official figures are not avail- 
able for the first half of October, reports 
from the larger centers indicate a con- 
tinuance of the increased ratio. Official 
figures from the Department of Com- 
merce record an increase in department 
store sales of 10 per cent in August. 

The International Statistical Bureau 
reports that its figures show a gain of 
7.7 per cent in retail sales by depart- 
ment stores, mail order houses and the 
larger chain stores during September 
over a year ago. The statistical bureau 
finds particular importance in the figures 
which show gains in the number of 
units sold as well as in the dollar value 
of the totals. This unit gain is esti- 
mated by the bureau at almost 6 per 
cent. Retail prices according to the 
Fairchild index are 1.9 above 1933 fig- 
ures, whereas dollar sales according to 
the statistical bureau are 7.7 per cent 
larger than a year ago. 


While the automobile production fig- 
ures show a larger than seasonal reduc- 
tion in units turned out during Septem- 
ber, the review of (Cont. on page 47) 
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Government 


in 


insurance costly 


In an effort to prove that the history 
of various state insurance experiments 
shows that the government in insurance 
has made no very commendable record 
and that the only real reason behind gov- 
ernment experiments in insurance is to 
try to economize on premium costs, 
Percy F. Garnett of the Board of Fire 
Underwriters of the Pacific has written 
a thirty page pamphlet reviewing the 
rather sad experiences of many state 
funds and self-insurance funds. 

This work of Mr. Garnett is full of 
valuable data for agents and company 
men who find themselves up against a 
fight with some municipality or state 
which contemplates entering the insur- 
ance business or setting up its own fund 
for covering public property, according 
to “The Eastern Underwriter.” 

The statement has been made, says 
Mr. Garnett, that insurance is ‘‘one of 
the social services for which government 
is peculiarly adapted if not inherently 
obligated.” Refuting this argument and 
giving reasons for his position Mr. Gar- 
nett states: 

“As a matter of fact the state is not 
‘peculiarly adapted’ to perform any busi- 
ness operations. The state is essentially 
a political organization. Incidental to its 
political functions, it does have very ex- 
tensive business affairs, which it per- 
forms with varying degrees of excel- 
lence, but on the whole with a standard 
of efficiency below that usual to privately 
owned business ventures. 

“The reason for this is not far to 
seek. The state’s chief executive officers 
are elective and in practice changed at 
frequent intervals. Its department heads 
have an element of insecurity in their 
tenure of office likewise. Efficiency and 
business ability are not the sole nor 
often the most important considerations 
whether for election or for appointment. 
Subordinates are apt to be appointed 
either under a political reward system or 
under civil service laws, which give the 
department head a very limited choice in 
selecting his subordinates and make it 
well nigh impossible to discipline or to 
discharge them. However admirable or 
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necessary all these conditions may be 
from the political standpoint, they deter 
attainment of the highest efficiency in 
the management and business conduct 
of the state.” 

A second reason lies in the uncertain 
acts of state legislators and the legisla- 
tures have control over insurance funds. 
Mr. Garnett finds that government in- 
trusion in business generally leads to 
bankruptcy. Specifically he cites that 
eight states between 1906 and 1920 un- 
dertook the guaranty of bank deposits. 
All state bank deposit guaranty funds 
ended in failure. 

Hail insurance funds were established 
in Colorado, Montana, Nebraska, North 
Dakota, South Dakota and Oklahoma. 
The Oklahoma law has been repealed. 
These experiments proved costly and 
failed to show profits for the states. 
Commenting on the results Mr. Garnett 
writes : 

“The utter failure of state insurance 
in the two fields already touched upon 
warrants a profound distrust of state op- 
erations of a business in which, more 
than any other, a constant and continu- 
ous solvency and prompt and punctual 
loss settlements are of the essence and 
strictly required of all private insurance 
companies. 

While insurance companies are able 
to give agency service, claim adjustment 
service and loss prevention and engi- 
neering service the state as an insurer 
fails to give these services as they should 
be given and private insurance:has a fair 
right to claim a genuine advantage on 
the record over state insurance, accord- 
ing to Mr. Garnett. 

The author reviews next the history of 
public property insurance funds. In 
Wisconsin an insurance fund of close to 
$2,000,000 was built up and in 1929 the 
legislature “borrowed” $900,000 from 
the fund to erect an office building and 
children’s hospital. An effort was made 
later to repudiate these debts so as to 
make a reputation for economy. In 
Michigan a $700,000 fire in 1925 ex- 
hausted the fire fund and “it is ques- 
tionable whether Michigan is finding 
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that competition with private insurance 
companies is the profitable venture that 
was anticipated by Governor Green.” 

In North Dakota the fire fund has 
been profitable so far, but in Colorado 
the fire fund was doomed in January, 
1933, as the state legislature passed a 
bill abolishing the continuing appropria- 
tions. In Minnesota the state fund of 
$250,000 had in 1922 to meet a loss of 
$500,000. The taxpayers made up the 
difference. In the same year the state 
suffered nearly $800,000 of unprotected 
fire loss. The properties destroyed were 
replaced by appropriations made from 
the general tax fund of the state. All 
three of Alabama’s candidates for gover- 
nor in the Democratic primary this year 
have pledged themselves to the abolition 
of the state insurance fund. And the 
experience in other states has been gen- 
erally unsatisfactory for the taxpayers. 

A recent editorial from the Portland, 
Maine, Press-Herald says that ‘‘Maine, 
at least, will never undertake to embark 
in the insurance business. All the evi- 
dence is against it.” 

Turning to the experience of cities 
Mr. Garnett says that the city council of 
Buffalo, N. Y., by a vote of eleven to 
two defeated a plan to cancel all fire in- 
surance on city property and to establish 
a municipal insurance fund. Following 
an exhaustive survey of the experience 
of cities under self-insurance plans May- 
or Moreau of Manchester, N. H., has 
recommended to the governing body of 
his city the abandoning of its sinking 
fund program for protection of city 
property against fire. He strongly advo- 
cates that city property be protected 
against fire damage through adequate in- 
surance. 

Mr. Garnett in his conclusions gives 
strong and convincing arguments against 
the use of state or city fire funds. He 
writes as follows: 

“The various facts set forth in this 
memorandum should indicate that the 
government in insurance has made no 
very commendable record; and one 
might go further and say that the like- 
lihood that the government will achieve 
marked success in any field of business 
endeavor is of the slightest. 

“The proponents are not moved to 
create Federal, state and municipal in- 
surance funds to make certain the pay- 
ment of losses. Safety is never urged 
as a purpose of this venture in these 
days when there are a large number of 
financially sound, strong insurance com- 
panies with assets, including capital and 
surplus, of billions of dollars, ready to 
assume the hazards. Nor are they ac- 
tuated by a desire to secure a better in- 
demnity or a desire(Continued on p. 45) 





Try this new Burroughs. You will like its speed . . . its simplicity . . . 


its ease of operation. It handles almost one-third of the average 
work automatically . . . see how much easier and faster you can list 
and add amounts by using the short cuts offered by the full visible 
keyboard. These important features are offered in- over 90 different 
Burroughs models. There is a size and style for your particular 
needs—at a price surprisingly low. Send for descriptive folder. 
BURROUGHS ADDING MACHINE COMPANY « DETROIT, MICHIGAN 


Burroughs prints ciphers automatically. There is no cipher 
key. Since figure work averages 30% ciphers, almost one- 
third of the figuring is done without touching a key. 


You can touch two or more keys at once. For example, 
write 4.67 with one stroke—not three; write 77 with one 
stroke—not two; write 5,870.00 with one stroke—not six. 
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To subtract, touch the “minus” bar. To add, touch the 
“plus” bar. No other motions are required. 


To take a total, touch the total key. This one, single motion 
—not two or three—prints the total. 
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This month’s collection letter: 


Submitted for the approval of our readers 


by E. J. CUMBEY, Liquid Carbonic Pacific Corp., Los Angeles, Cal. 


Gentlemen: 


We find that in analyzing your contract account 
that it is now past due for the January 5th, February 
5th, March 5th and April 5th installments in the 
amount of $25.00 each, making a total amount due 
and payable at this writing of $100.00 plus interest 
in the amount of $3.00 which bas accrued to date. 

You will readily appreciate the fact that we have 
cooperated with you during the slack winter period 
of your business; and suggest that now during the 
summer season you take full advantage of this in- 
crease in business, by forwarding your check in the 
amount of $103.00 thereby putting your account 
back in a current condition. 


We are sure that you will give us your utmost 
cooperation in this matter by letting your remittance 


in the above amount come forward by return mail. 


to be exceptionally effective in col- 

lection of note accounts or lease 

contract accounts, especially with 
those customers whose businesses are 
seasonal, that is showing a decided in- 
crease during the summer over that of 
the winter,’ Mr. Cumbey writes to us 
in submitting the letter we present to 
our readers this month. 
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s “We have found the attached letter 
iy} 


“It tells the purchaser at a glance 
the condition of his account, how much 
it is in arrears and the interest accruing 
on the delinquent amount. 

“Furthermore, it suggests that he 
take advantage of the increase in his 
business during the summer months and 
courteously closes with a firm request to 


forward his remittance by return mail.” 

Supplementary to your collection let- 
ter efforts there should be reliance on 
Credit Interchange reports. With Inter- 
change reports before you on each of 
your accounts, you will attain maximum 
effectiveness in using the collection let- 
ters presented here. 
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GALLOWAY 
In business, as in chess, proper forethought prevents losses. yx Since 1884 the Standard Accident Insurance 
Company of Detroit has been guarding the welfare of its policyholders with sound casualty insurance... over 


136 millions of dollars have been paid on behalf of Standard’s assureds. +x Today, through forethought 


many of the nation’s largest business organizations enjoy the security of Standard’s protection. xx Responsible 


agents and brokers everywhere can supply you with insurance and bonds in this 50-year old institution. 


Automobile . . . Personal Accident and Sickness . . . Burglary and Holdup 
+ + + Plate Glass Breakage . . . General Liability (all forms) . . . Work- 
men’s Compensation . . . Fidelity and Surety Bonds (all forms). % An 


experienced national organization of agents, inspectors, safety engineers, 
auditors and adjusters assures prompt, satisfactory attention on all 
policies and bonds whether issued to individuals or large Corporations. 


STANDARD ACCIDENT INSURANCE COMPANY of Detroit 
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Paging 


the new books 


Reviews of the important 
books on business, to aid 
executives whose read- 
ing hours are limited. 


This month's 

y business book 
ITS UP TO US. By James P. 
Warburg. Alfred A. Knopf, New 
York. $2.00. 

Ask the average man whether or not 
he wants Fascism, Socialism, or Com- 
munism in this country and he'll tell you 
that he doesn’t. Ask him if government 
should operate the banks, run the rail- 
roads; finance the farmer, or fix wage 
and freur limits, and he'll probably tell 
you that it should. 

And there is the rub. Mr. Warburg 
in this book declares that Americans are 
asking for the contents of cans which 
have no labels and since they are not 
bothering to brand the cans themselves, 
they are sitting down to a dinner of 
Communistic steak, Fascistic spinach, 
Totalitarian blanc mange, and Socialistic 
beer. 

In all the courses there is a similarity, 
since each has the smack of a loss of 
personal freedom, but the spice of the 
menu is the implied promise of a free 
meal. No one, not even a Government, 
can offer free meals forever. Some day 
we will be called on to pay the cashier, 
the author declares. What then? 

Accordingly, Mr. Warburg asks that 
we beware of the dinner invitation until 
we are sure we are willing to take our 
chances with the stomach-ache. 

Recognizing the obvious answer to 
critics is that they supply something bet- 
ter in the way of a political-economic 
menu, Mr. Warburg says that he does 
not believe that it is possible to rule 
out one miracle by claiming a counter 
miracle. But he does outline a program, 
which he declares is outlined incom- 
pletely, because he hasn't all the answers 
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to our problems and hopes that such an 
outline will provoke thought and discus- 
sion, which will lead to a rational and 
alert tackling of our problems. 

Mr. Warburg is a conscientious ob- 
jector. He does not desire to return to 
the old “laissez-faire,” rugged-individ- 
ualism of the 1920's. But he wants to 
be sure that we do not get ourselves into 
a bureaucratic or dictatorial bog. He 
pleads for a middle course. 

Unfortunately, between the right and 
the left there are as many middle courses 
as there are leaders. We must recognize 
that a middle course is not always con- 
sistent, since it often is hardly more than 
a compromise between a grasping group 
on the left and a selfish group on the 
right. 

Mr. Warburg is an intelligent ob- 
server, an interesting commentator, and 
a frank opponent who believes that no 
matter whether we would like a spade 
to be other than a spade, a spade re- 
mains a spade for a’ that. Friend or foe 
of the new deal, you should read Mr. 
Warburg’s objections. —P. H. 


Taxes, taxes, taxes... 


TAX SYSTEMS OF THE WORLD. 


Compiled by the Tax Research 
Foundation. Published by Commerce 
Clearing House, Chicago, III. 

This is a huge piece of work that has 
been compressed into 282 large pages. 
It is the fifth edition, previous editions 
having been published as ‘Federal and 
State Taxes.’" The publication was pre- 
pared under the direction of the New 
York State Tax Commission, but is ac- 
tually a year book of legislative and 
statistical information including all the 
states of the United States. From a 
rather careful perusal of the book, it 
gives every appearance of being entirely 
complete. 

From the table of contents, one 
gathers the best information as to just 
what this work of compilation and con- 
densation presents in this book. It lists 
United States tax charts, comparative tax 
tables of the 48 states, tax charts for 
countries other than the United States, 
comparative tax tables of various coun- 
tries, tax revenues of the world. Each 
of these five classifications is broken 
down into numerous subdivisions pre- 
sented in tabular form and printed so 
that they are not only complete but also 
very easy to check. 

This is not a book you will want at 
every turn of your work, but any time 
you are really interested in taxes and tax 
systems, here is a complete compilation. 

—P. H. 
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Long-term debt 


i 


Responding to the recommendation of 
the Business Advisory and Planning 
Council for the Department of Com- 
merce, which strongly urged the under- 
taking by the Bureau of Foreign and 
Domestic Commerce of a study of in- 
ternal debts in the United States, Dr. 
C. T. Murchison, Director of the Bu- 
reau, announced the beginning of such 
a survey and the appointment of Dr. 
Donald C. Horton to head this work. 

Dr. Horton, who has been on the 
teaching staff of the University of Mich- 
igan for the past seven years, giving 
courses in money and credit and public 
finance, will make the study under the 
direction of Dr. H. Gordon Hayes, 
Chief of the Division of Economic Re- 
search of the Bureau. 

The Business Advisory and Planning 
Council, made up of approximately 60 
nationally known business leaders, in a 
resolution adopted by the Executive Com- 
mittee at its meeting on June 1, recom- 
mended that this study be made by the 
Bureau. 

The Twentieth Century Fund, Inc., in 
a study of internal debts in the United 
States for the year 1933, submitted a 
proposal for further study in this field, 
expressing the conviction that this type 
of information represents one of the 
most seriously deficient fields of statis- 
tical data. 

The study as proposed will include 
such topics as personal, corporate, pub- 
lic utility, railroad, insurance, rural, 
banking, and Government indebtedness. 

It is proposed to conduct this study on 
an annual basis under the direction of 
Dr. Horton. The determination of the 
volume of debt, the dates.at which they 
were incurred, and the experience in re- 
lation to the payment of interest and 
principal, defaults and readjustments, to- 
gether with the current reporting of such 
data periodically in subsequent years, is 
deemed by the Council as being of great 
value to business men, students of our 
economic activity, and Government ofh- 
cials. It is felt that the effect of long- 
term debts on general economic activity 
and thus on production and consump- 
tion is so important that a better knowl- 
edge of the situation is essential. 


a 
Cleaver Expert 

“Why did you break your engage- 
ment to Tom?” 

“He deceived me. He told me he 
was a liver and kidney specialist, and I 
found out that he only worked in a 
butcher's shop.’”-—Boston Transcript. 


study undertaken 








Cooperation 
innovation 


From Boston comes word of a worth- 
while development in Association co- 
operation with other business organiza- 
tions. The Boston Association of Credit 
Men has joined with the National As- 
sociation of Cost Accountants, the New 
England Office Management Association, 
the Society of Industrial Engineers, the 
American Society of Mechanical Engi- 
neers, the American Marketing Society, 
the Associated Industries of Massachu- 
setts and the New England Council, all 
of which have chapters in Boston, in 
the sponsorship of a series of compre- 
hensive monthly programs of manage- 
ment meetings for business executives, 
which started in October and through 
May 1935. 

The bulletin we have received from 
Boston tells us that “no common action 
of management societies has heretofore 
been taken to serve the business execu- 
tive who, too frequently, becomes en- 
grossed with his own problems, with no 
opportunity to understand what execu- 
tives in other branches of the business 
are striving for. It is the purpose of 
this program to draw more closely to- 
gether the general executive, the plant 
manager, the sales manager, the credit 
manager, the purchasing agent, the ac- 
countant, the personnel manager, and 
engineers of matters of mutual interest. 
Members of other professional societies, 
as well as individuals interested in man- 
agement, are being invited to these 
meetings.” 

Subjects include: “The Truth About 
Europe,” “A New Business Normal,” 
“Analysis of Financial Statement,” “Na- 
tional Economic Trends Affecting 
Credit,” ‘The Current Monetary Situa- 
tion.” : 

Besides this series of subjects and 
meetings by the Boston C.M.A., other 
subjects to be discussed by other groups 
in the Boston Management Council are 
“The Securities and Stock Market Regu- 
lations Act,” ‘““The Control of Prices & 
Volume by Government,” ‘‘Manage- 
ment Problems for 1935,” “The Reduc- 
tion of Marketing Costs by Planning 
and Control,” “State Taxes,” “Reorgan- 
izing for Profit,” ‘Standard Costs and 
Budgets,” “Office Management,” ‘‘Bet- 
ter Correspondence,” and similar sub- 
jects of technical and general signifi- 
cance. 


= 
Tsk-Tskl 
“Understand Mrs. Brown lost control 
of her car.” 
“Yes, her husband couldn’t keep up 
on the installments.” 
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HB Speaking of nominations and elections (as lots of folks 
have been) reminds us that here’s a real election note of im- 
mediate interest. 


Why not NOMINATE YOURSELF for a bigger, more re- 
sponsible position by ELECTING the new N.L.C. course of study 
in Credits and Collections? 

It can be done. We know that because it is being done 
right now by one of the biggest enrollments in N.LC. history. 
They all realize that the Credit Executive of today must have 
more than the ability to analyze a statement. He must be a 
salesman, a promotion manager, en economist, a trade analyst, 
a financier—in short he must have a knowledge of every phase 
of business. 


And our NEW course is designed to prepare you for the 
growing demands of this growing profession. 

The course in Credits and Collections has been developed 
by men ACTUALLY ENGAGED IN CREDIT WORK. They have 
followed the growth of the credit profession. They realized 
what the future will demand of you. The course, they felt, 
must ask you to work as well as study and so they built it 
around the “problem-study” plan. In short you get REAL 
EXPERIENCE with your study. 

If you are interested in improving your chances of improv- 
ing your position, why not send us the coupon below some 
day? Better yet—why not now? 





NATIONAL INSTITUTE OF CREDIT, Dept. 11, One Park Avenue, N. Y. 


Please send me details of your NEW course in Credits and Collections. 









































| wholly disapprove of 
what you say and will 
defend to the death 
your right to say it.— 
Voltaire to Helvetius 


An orchid for 
Mr. Montgomery 
Dear Sir: 

We have read with considerable in- 
terest the article on “Rights of Creditors 
in Corporate Reorganization,” written 
by Mr. W. Randolph Montgomery, 
Counsel for the National Association of 
Credit Men, which appeared in the Sep- 
tember issue of CREDIT AND FINANCIAL 
MANAGEMENT. 

We would like to obtain an addi- 
tional copy of this article, and are won- 
dering whether you are planning to 
have additional copies printed, or if not 
whether you could send us an additional 
copy of the September issue of CREDIT 
AND FINANCIAL MANAGEMENT. We 
believe that this article by Mr. Mont- 
gomery is the best explanation we have 
seen of all the successive steps of reor- 
ganization under the new bankruptcy 
act, and if there is any way that you 
can furnish us with an additional copy 
we will appreciate your co-operation. 

Very truly yours, 
MASTER TIRE & RUBBER CorpP., 
G. C. Holgate. 


New cabinet 
for tabulating cards 


A new tabulating card cabinet in the 
Super-Filer series was recently an- 
nounced by General Fireproofing Com- 
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pany. The cabinet has no liftout trays. 
Rather, each sliding tray is a drawer in 
itself which can be pulled out as a 
drawer and then lifted from its carriage. 
Each tray has a new type positive lock- 
ing compressor, as well as cutaway sides 
at the front. Trays are so constructed 
that they may be stacked even when 
guides with three eighth inch tabs are 
used. 


Inflation possibilities 
\, believed to be growing 


The possibilities of inflation are 
growing. 

That is the belief of 90 per cent of 
the Board of Directors of the National 
Association of Credit Men. This ex- 
pression of opinion is part of a survey 
made in September, released recently by 
Henry H. Heimann, Executive Manager. 

The survey was in charge of the 
Board of Directors of the Association, 
who number 28 and represent various 
sections of the United States. In order 
to make the survey representative of a 
cross-section of American business, the 
Directors contacted members in their 
territory. 

In connection with the opinion on the 
possibilities of inflation, it was signifi- 
cant that the entire far-West and the 
South were unanimous in believing that 
inflation possibilities are growing. The 
negative side, representing the 10 per 
cent, were from business executives in 
the East and Central sections. 

Replying to the question as to what 
the various business enterprises were 
doing to “hedge” against possible in- 
flation, 60 per cent indicated that they 
were making no move whatsoever to 
“hedge” against inflation. Approxi- 
mately 30 per cent admitted that they 
were building up larger inventories. 
Three per cent indicated that foreign 
balances, when they arose out of foreign 
transactions, were left abroad and were 
not drawn down in American funds. 

“The significant feature of this sec- 
tion of the questionnaire was the realiza- 
tion that at least 30 per cent of the in- 
dustries were stocking up inventories. 
The retention of foreign balances abroad 
was likewise indicative of what is a 
growing practice on the part of those 
who have foreign business,” Mr. Hei- 
mann declared. 

The larger inventories were more gen- 
eral in the Eastern section of the coun- 
try than in any other section. 

The replies to the thitd question, 
namely, ‘““What is the reaction to N.R.A. 
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in your territory?”” Were about evenly 
divided. 52 per cent were unfavorable 
and 48 per cent were favorable. The 
replies were exactly equally divided in 
the East, more favorable than unfavor- 
able in the Central states, evenly divided 
in the South, and two to one unfavor- 
able in the Western states. 

Business therefore evidently is ‘‘on 
the fence’’ relative to the reaction of 
N.R.A. as it affects their business. A 
reply to the question as to whether or 
not their firm was ‘code happy” brought 
a 55 per cent negative reply, and a 45 
per cent reply indicating general hap- 
piness in the codes. The Eastern mem- 
bers voted negatively, indicating they 
were unhappy in their code relationship ; 
the Central states voted favorably; the 
South was divided equally, the West 
was slightly unfavorable. 

As to the question whether the Fall 
elections would influence business to any 
great extent, and what that influence 
might be, little over a bare majority be- 
lieved that the elections would influence 
business to a marked degree and that 
the influence would be very unfavorable. 
Approximately 40 per cent felt that it 
would have no bearing either way. 10 
per cent felt that the Fall elections 
would have a favorable influence. 

The final question dealt with Section 
7-a and the question was asked whether 
Section 7-a had aided or hindered the 
labor situation in their particular line of 
business. Approximately 55 per cent 
replied that it had no effect, due to the 
fact that no Union problems were before 
them, while 40 per cent indicated that it 
had a very disastrous effect upon them 
and that it had hindered the labor situa- 
tion, and slightly less than 10 per cent 
said that it had been helpful. 

The Eastern section of the country was 
divided as follows: one-half of the in- 
dustries consulted felt that it had had no 
effect, 45 per cent definitely stated it had 
been a hindrance, and 5 per cent felt it 
had been helpful. The Southern, Cen- 
tral and far-West sections showed no 
particular trend other than that which 
was indicated in the East. 

The survey was further supplemented 
by a poll of the Board of Directors as 
to business outlook for the present and 
the future. 25 of the 28 members testi- 
fied to improved business conditions, 21 
looked for better conditions a little later 
on. The Board was unanimously of the 
opinion that a certain measure of stabil- 
ization in the National program would 
be the most helpful thing. Indeed, the 
opinion was expressed that given a de- 
gree of reassurance in this respect, noth- 
ing could stop business from moving 
forward. 
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bulletin, The Cleveland Trust Com- 

pany points out that it will be no 

simple problem to interpret the 
business significance of the outcomes of 
the November elections. That would 
be true if this were a year of presidential 
election, but it is true in even greater 
degree of the congressional contests 
which the politicians refer to as “off- 
year’ elections. One reason for this is 
that it is a fixed rule of American poli- 
tics that the degree of administration 
support in the House of Representatives 
is always reduced as a result of the “‘off- 
year” elections, and this is true even 
when a president has been reelected and 
is serving his second term. 

In the diagram the upright columns 
represent for each congress since the ad- 
ministration of Franklin Pierce the per- 
centage of the membership of the lower 
house belonging to the administration 
party. The two columns located in each 
presidential term show the results of the 
elections held when the president was 
chosen, and of the “‘off-year’”’ election of 
that same term. In every case the “off- 
year” election has resulted in the loss of 
seats by the administration party. 

Even the amount of the loss in the 
“off-year” elections does not tell us a 
great deal about the sentiment prevail- 
ing at the time. The heaviest percent- 
age losses were those in the administra- 
tion of Grant in his second term, and in 
that of Harrison. There was a heavy 
loss in Wilson’s first term, but he was 
reelected. Another heavy loss came in 
Harding’s administration, but his party 
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27 years as an 
Association official! 

In these days of record-breaking per- 
formances, a new record is so much of 
a regularity that it causes little comment. 
But now and then, we blasé moderns 
meet a record of achievement that 
causes genuine respect to develop. 

Such a record is that of Henry G. 
Barbee who was recently reelected Presi- 
dent of the Norfolk-Tidewater Asso- 
ciation of Credit Men. But the record 
lies in this: for the 27th consecutive 
time he serves his Association in an 
official capacity, either as President or 
Chairman of. the Board of Directors. 

We extend hearty congratulations to 
Mr. Barbee for his exceptionally splen- 
did record. 
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REPRESENTATIVES HAVING SAME 
PARTY POLITICS AS ADMINISTRATION 
IN EACH CONGRESS SINCE 1856 
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(Chart from Cleveland Trust Co.) 


won in the following campaign. On 
the other hand the loss was very slight 
in Cleveland’s first term, but his party 
was defeated in the following presi- 
dential ‘election. 

An average can be made up of all 
these congresses from those in the ad- 
ministration of Buchanan through those 
in that of Hoover. It shows that the 
representatives having the same party 
politics as the administration have on the 
average constituted 60 per cent of the 
membership of the lower house in the 
first congress after the presidential elec- 
tion, and that this has been cut on the 
average to only 48 per cent after the 
“off-year” elections. 
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q 
Hearsh—"I thought you had a date 
with Helen tonight?” 
Roy—“I did, but when I saw her 
leave the house with someone else just 
as I was arriving, I got sore and called 
it off.” 


Mrs. Hadley—‘‘Oh! what a beautiful 
hat. Let’s go buy it.” 
Bob—“Yes, let’s go by it.” 
—Opti-Nuze. 


Old lady—What is your little broth- 
er’s name? 

Boy—We call him Flannel. 

Old lady—How peculiar. Why? 

Boy—Because he shrinks from wash- 
ing. 
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Analyzing these “off-year” elections $y yen ae Pay 
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during construction 


If insurance companies had existed in 
Biblical times, one of the first projects 
to carry a Builders’ Risk policy would 
have been the Tower of Babel, which 
was erected “‘on a plain in the land of 
Shinar,” constructed of “brick for stone, 
and slime . . . for mortar.” 

That is the observation of W. W. 
Waddell, Agency Superintendent of the 
Fireman’s Fund Group’s Western De- 
partment in Chicago. Continuing along 
that line, Mr. Waddell points out that 
scientists say that the Tower was de- 
stroyed by lightning while in process of 
erection. If so, someone could have col- 
lected under a Builder's Risk policy, had 
it existed then. Or, if you prefer the 
version as given in the Bible, a Riot and 
Civil Commotion Builder's Risk policy 
would have been just the protection 
needed when the workmen were called 
off the job. 

“Buildings in course of construction 
always have been and always will be 
exposed to severe damage from fire, ex- 
plosion, windstorm, riot and _ other 
causes,” he says, “‘and it has long been 
customary for the owner or the con- 
tractor, either together or separately, to 
secure Builder’s Risk insurance to pro- 
tect his interests while construction is 
under way. 

“Two forms of policies are available. 
First is the ordinary policy written for 
the owner or the contractor under which 
the assured obtains only so much insur- 
ance as he secures from time to time as 
the building progresses. The result is 
that he has no insurance for increased 
values between the times when the 
amount of insurance is increased. 

“The second is the automatic Build- 
er’s Risk form under which the assured 
has 100 per cent protection all the time, 
and pays only pro rata premiums as con- 
struction progresses. The premium is 
based upon actual values at risk during 
the construction period.” 


Disappointed 
“What's the matter, little boy?” 
‘‘Ma’s gone and drowned all the kit- 
tens.” 
“Dear me! That’s too bad.” 
“Yep, she—boo-hoo—promised me 


- I could do it.” 


Seasonal 
Traveling Man—Do you have hot 
and cold water in this room? 
Bell-hop—Yes; hot in the summer 
and cold in the winter. 
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Notes 
About 


Credit 
Matters 


The "good faith" 

y of Section 77-B 

One of those legal phrases, which of- 
ten causes trouble when it appears in 
legislation, is the “good faith” contained 
in section 77-B of the new bankruptcy 
law. Recently an informal interpreta- 
tion of this broad phrase was made by 
Federal Judge Julian W. Mack at a 
hearing in New York. 

The hearing was the last of a series 
to determine whether a petition for re- 
organization of a public utility company 
had been filed in “good faith.” Our 
readers will recall that section 77-B pro- 
vides that action filed under it in Federal 
Court must be brought in “good faith,” 
and Judge Mack held that this question 
should be settled before proceedings to 
other phases of the action, which was 
started by attorneys for a group of se- 
curity holders. 

Judge Mack explained that he was 
devoting so much time to this prelimi- 
nary matter because it was “an important 
and, to some extent, a new and original 
question.” His informal interpretation 
of the phrase was the result of argu- 
ments by an attorney for another group 
of security holders that the petitioners 
must prove the feasibility of their reor- 
ganization plan. The plan had been 
submitted at the previous hearing as an 
evidence of “good faith” at the sugges- 
tion of the court. 

Judge Mack held that section 77-B 
was inserted in the Bankruptcy Law to 
enable creditors to obtain relief when 
they did not wish to go so far as to 
force the liquidation of a company by 
bankruptcy proceedings. He expressed 
“very grave doubts” as to whether it was 
necessary for them to have any definite 
scheme of reorganization in mind to 


CREDIT and FINANCIAL MANAGEMENT . . . . . NOVEMBER, 1934 


34 


show ‘good faith,” or whether any 
scheme they did have in mind had to be 
shown to be feasible. 

“It would have been easy for Con- 
gress to have required presentation of a 
feasible plan at the time of the filing of 
the petition had it considered such a 
restriction desirable,’ Judge Mack de- 
clared. The counsel, however, remarked 
that such an interpretation opened a way 
to the very racketeering which Congress 
wished to put a stop to when it passed 
a law. 

“Oh! no,” retorted Judge Mack. “I 
would draw a broad distinction there, 
but it is mot necessary in this case, be- 
cause we are proceeding on an assump- 
tion of insolvency. But in cases where 
insolvency is not alleged and merely a 
temporary embarrassment is involved, 
maybe much more would be required.” 


"Patient is showing 
continued improvement" 

The total number of insolvencies in 
the United States for the first eight 
months of 1934 was 46.1 per cent 
under the corresponding 1933 total, and 
liabilities were 52.3 per cent less than 
the corresponding 1933 amount, it is 
announced in an article in ‘Domestic 
Commerce,” publication of the U. S. 
Department of Commerce. 

In the first eight months of the cur- 
rent year, there were 8,418 insolvencies 
and liabilities of $189,579,000, com- 
pared with 15,616 insolvencies and 
liabilities of $397,900,000 in the cor- 
responding months of 1933. 

Analyzing the figures by geographical 
division and making a comparison of 
insolvencies in rural areas and in cities, 
it is shown that there were fewer 1934 
insolvencies in each geographical divi- 
sion in all except one of the 25 prin- 
cipal cities and the decline was greater 
in the rural areas than in the city. 

The decline in the number of retail 
insolvencies was found to be greater 
than that of manufacturing companies, 
but all major divisions of manufacturing 
and retailing trades showed fewer fail- 
ures in 1934. 

Concerns with liabilities over $25,000 
were more stable, showing a smaller de- 
cline in number of insolvencies than 
concerns of liabilities under $25,000. 
Large insolvencies declined 50 per cent 
in number and 53.4 per cent in amount 
of liabilities, while small insolvencies 
declined 45.2 per cent in number and 
49 per cent in liabilities. 

This decline in insolvencies is at- 
tributed to a “weeding out” of weaker 
firms and the rise in the price level 


which was higher in the first eight 
months of 1934 than during the cor- 
responding period of 1933 and 1932. 


"Back to school" 


Lloyd Garrison, who had acted as 
Chairman of the National Labor Rela- 
tions Board in Washington, D. C., for 
the period since its organization in mid- 
summer, resigned the position early in 
October to return to the University of 
Wisconsin as Dean of its Law school. 

Mr. Garrison resigned despite the 
urgent request of President Roosevelt 
that he remain. The University of Wis- 
consin had granted Garrison a three- 
month leave-of-absence to head the 
Board. His term expired October 9th. 
Subsequently it was learned that he will 
stay until a successor is named. 

Dean Garrison’s name is familiar to 
readers of CREDIT AND FINANCIAL 
MANAGEMENT and members of the Na- 
tional Association of Credit Men. He 
has appeared at the Boston and the 
Milwaukee Conventions discussing the 
bankruptcy situation in the United 
States, his talks being based on his ex- 
periences and information gained from 
his investigations, which he conducted 
throughout the United States under the 
direction of Solicitor General Thatcher 
in 1930 and 1931. His work as Chair- 
man of the National Labor Relation 
Board was held in high esteem. 


Trade associations 
vitally needed 


That trade associations are more vi- 
tally needed today than ever before was 
the conclusion of the executives of more 
than 200 national trade associations 
after a three-day discussion recently in 
Washington, D. C., on trade association 
problems and opportunities. The de- 
mand of present-day business conditions 
and the valuable services which efficient 
trade associations are rendering code au- 
thorities were found to have strength- 
ened the security of trade associations 
as agencies of co-operative trade and 
industrial activities. 

During the meeting, it was brought 
out that the N.R.A. and the trade as- 
sociations were closely linked because a 
large proportion of the trade association 
executives in attendance were the Secre- 
taries or Executive Directors of both the 
code authority and the national trade as- 
sociation in their industry. 


What Ma Means 
Higgs: “I hear your daughter is to 
marry a man of means.” 
Briggs: “Well, I don’t know what 
he means or she means, but that’s what 
her mother means.” 
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Credit careers 





GEORGE M. GROVES 


was forty years younger—the citi- 

zens of that mighty city by the lake 

dreamed dreams of the time Chicago 
would come into her own as the dom- 
inant influence in the Mississippi valley, 
and beyond! 

Some of those dreamers used to meet 
at the Grand Pacific Hotel, on Jackson 
Boulevard, the site of which is now oc- 
cupied by the Continental Illinois Bank 
and Trust Company. Their contribu- 
tion to the city’s march of progress was 
The Chicago Association of Credit Men. 

Almost from the beginning George 
M. Groves, forty years his own credit 
man, and president of the Groves Shoe 
Company, was one of the aggressive 
supporters of the Association. Credit 
men will appreciate the kind of a busi- 
ness man George Groves is when they 
recall this slogan which was later 
adopted by the Association: ‘“What 
doth it profit a man to sell the whole 
world and fail to collect?” 

Mr. Groves is a director of The Chi- 
cago Association of Credit Men, for 
many years has been Chairman of its 
Mercantile Agency Service Committee 
and for an even longer period the guid- 
ing influence in the Boots and Shoes 
Credit Group in Chicago. He has also 
been responsible for bringing together 
the Boots and Shoes credit men of sev- 
eral other cities, for joint meetings, 
many of which were held in the apple 
orchard on his farm. 

Mr. Groves is a man of many talents. 


ae back when—when Chicago 
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For example, he is a lawyer. Seldom a 
week passes that he isn’t in court ap- 
pearing for a friend, or for a customer 
or as the legal representative of his own 
company. He aims to make his living 
as a shoe merchant, however, and 
neither friend nor customer has ever 
received a bill for services rendered. 
What is more to the point, Mr. Groves 
refuses to accept any of the fees that 
are proffered. 

That’s one of the secrets which was 
discovered when your reporter began 
looking into the affairs of Mr. Groves. 
Another, just as unusual, is that he’s a 
gentleman farmer par excellence. By 
that we mean he is a gentleman farmer 
who makes it pay. 

West of Chicago, near the hamlet of 
Bensenville, Farmer Groves has a hun- 
dred acres. You might call it an estate 
because it has a grand swimming pool, 
a big apple orchard, ten acres of flower 
gardens, a truck garden, and a blooded 
herd of Guernsey cattle. But Farmer- 
Merchant-Lawyer-Credit Man Groves in- 
sists it's a farm. Every department 
makes a profit he points out and the 
fun of living in the country in the sum- 
mer is extra. Milk produced on the 
farm is sold in the neighboring city of 
Elmhurst. The apples command a pre- 
mium, that is, those that aren’t used in 
the manufacture of the country’s finest 
apple wine, the formula for which is 
best described as a gift from the Gods. 

The flowers also bring in cash in 
sizeable amounts, as do the vegetables. 


One of the three log cabins on the 
farm, 30 feet by 48 feet in size, has 
been converted into a tea room by one 
of Mr. Groves’ three daughters. Mo- 
torists come from miles around to par- 
take of the delicious food. This enter- 
prise, needless to say, is also successful 
—and has been, over a period of years. 

Like the other two cabins, occupied 
during the summer by two other daugh- 
ters, the tea house cabin was constructed 
of logs hewn on the premises. Another 
member of the Groves’ family is a son 
who expects soon to pass his bar ex- 
amination. 


During the winter the Groves occupy 
their town house in Evanston, on Lake 
Michigan, some fifteen miles north of 
Chicago. 

Of all the departmental services of 
The Chicago Association of Credit Men, 
Mr. Groves is most bullish on Credit 
Interchange. He insists: “We simply 
couldn’t operate our shoe business with- 
out it. Fred Roth, our new president 
of the National, is right. He says that 
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any member of the Association who 
doesn’t use the Interchange Bureau is 
like a man in the restaurant business 
who goes across the street to eat.” 














Voss is appointed 
Cincinnati Secretary 














Early in October announcement was 
made by Executive Manager Heimann 
that the Cinncinnati Association of 
Credit Men has chosen Mr. H. W. Voss 
as its Secretary, and Mr. Ralph Johns as 
its Assistant Secretary. We wish to ex- 
tend our best wishes to both Mr. Voss 
and Mr. Johns, as well as to the mem- 
bership of the Cincinnati Association of 
Credit Men, for continued success in 
their work in that area. 

































































Anybody Seen Flynn? 

The book agent advanced toward the 
door. 

Mrs. Flynn stood in the doorway with 
a huge stick in her hand and an ugly 
frown on her face. 

“Good morning,” said the stranger, 
politely. “I’m looking for Mr. Flynn.” 

“So’m I,” announced Mrs. Flynn, 
shifting the club to the other hand. 














































































Doc. Wales claims that there is many 
a slip between the head and the pillow. 


A promise — 
not a speculation 


Investment 
soundness made it possible 
for this company to keep its 
promises to every policy- 
holder during a trying 
period. 

Why not call on that se- 
curity, which has met the 
severest of tests, when mak- 
ing your financial plans? 

Life insurance is a prom- 
ise—not a speculation. 


LIFE INSURANCE COMPANY 
oF Boston, MaASSsacnuSETTS 
JOHN HANCOCK INQUIRY BUREAU 
197 Clarendon Street, Boston, Mass. 


Please send me information about the 
investment value of life insurance. 








Cc. F. M.11-34 




























































































































































































































A new note in notes 


FOR VALUE RECEIVED, two years after date unless (1) The time 
of payment be extended by law, or (2) The obligation to pay be 
terminated by act of legislature or by executive order, or unless (3) At 
the time of maturity hereof the country or locality be suffering from 
economic depression, or low prices for produce, drought, cyclone, fire, 
pestilence, or unless (4) There shall exist some kind of emergency, 
declared by act of the legislature, or executive order, to be an emer- 
gency, I, WE OR EITHER OF US PROMISE TO PAY TO THE 
NIE iis gion dsninisocsemnnntiienesitieseticiiaitllaimidiahtdictieicensaiigjiniaabliahidandiasiinn 
sine edi aaa Tretia aaa DOLLARS (....................), unless some 
other form of money be made lawful either by legislative act, or by 
executive order, and unless (2) a different amount in dollars, or in 
such other medium of exchange or currency which shall or may be 
established by-law, or executive order, be made the. equivalent of 
the sum hereinabove specified WITH INTEREST AT THE RATE 
CTE nicastinrintemesiliiil PER CENT PER ANNUM (unless some other rate 
be established by law, or executive order, or unless interest be so 
abolished) PAYABLE SEMI-ANNUALLY (unless the time of pay- 
ment be extended or postponed by law or executive order). 

The maker, endorsers and guarantors of this note, jointly and 
severally agree to and with the payee and his assigns, that (1) They 
will perform as little labor as possible, working not to exceed thirty 
(30) hours per week; (2) That they will save nothing, but will, for 
the purpose of giving circulation to money (or whatever may be de- 
clared by law or executive order to be money), expend promptly all 
moneys coming into their hands; (3) That they and each of them for 
the purpose of bringing back prosperity and promoting recovery will 
borrow all money which shall or may become available for borrowing 
to them and each of them and that they and each of them will promptly 
destroy all produce, livestock, hay, cotton or other crops (growing or 
harvested) which might contribute toward an over production of such 
article or articles as government statistics may from time to time indi- 
cate, or as may be requested to do by the New Deal, the P.W.A., 
C.W.A., N.R.A., A.A.A., or any other agency which may from time to 
time be established by law or by executive order. And we and each of 
us do jointly and severally hereby agree if this note be placed in the 
hands of an attorney for collection, or if suit be brought for collection 
hereof, that we and each of us, our sons, relatives and neighbors will 
promptly hang or otherwise disable such attorney. It is hereby agreed 
that an emergency now exists, and that we will not pay this note if we 
don’t want to do so; and that we don’t want to. 





eee eRe eee eee SEE eee EERE EERE ee EEE HEE SEE EEE SEES ESE SE ESSE EEEEee® 


Cee eee ee OER EERE EEE EEE EEO E HH EEE EEE EE EEE SESE SEES SEES EEE ESEEEEEE® 


(This form to be used to promote recovery, provide for the circulation 
of money, and to do away with the old and out of date methods of 
industry, honesty, thrift and to guard against over-production of pigs, 
etc., to abolish self-reliance, and to insure the personal popularity of 
the New Deal—especially among dead beats.) —Contributed. 

































































Successful 
\ credit systems 
(Cont. from p. 21) where merchandise is 


shipped by truck. 
When the order is filled, the original 


‘copy is sent to the office, checked by 


the price clerk as to accuracy and sent 
to the Billing Department. This De- 
partment extends by selling price, as 
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well as cost, and recaps the amount by 
departments as indicated by form on the 
bottom of the order sheet. This de- 
partmental information is taken off by 
special statistical clerk for bookkeeping 
purposes. 

While many wholesale hardware 
houses use a separate order sheet for 
each department, Strevell-Paterson pre- 
fer this simple method. Not only does 
it preclude the necessity of salesmen 


writing so many orders, but it also saves 
in postage expense. 

After the order has been billed, the 
triplicate copy is used as a register and 
all originals must be accounted for. The 
company finds that this meets their needs 
better than a register book system. 

On the first of each month statements 
are mailed out to all accounts. If an 
account is overdue the following stamp 
is affixed to the statement. 


Credit Department 
PAST DUE ACCOUNT 
Up to 30 Days 4................ 


oP 
60 to 90 “ a ae 
ee 0 


Over 6 months 6................ 
TOTAL PAST DUE ................ 
PLEASE REMIT 


While notations read ‘‘Over 6 months” 
needless to say accounts are not per- 
mitted to drag on this length of time. 
Special past due notices are mailed out 
on the fifteenth of each month. Letters 
are written to all accounts over thirty 
days past due and follow-ups go out 
automatically thereafter at ten day in- 
tervals. 

This system has the virtue of sim- 
plicity and includes a feature upon 
which many credit executives are in 
agreement, namely, the use, as far as 
possible, of original sales and credit 
records in a single form. 

We are indebted to Mr. W. N. Hal- 
liday, Assistant Treasurer, Simmons 
Hardware Company, St. Louis, Mo., for 
the following description of his com- 
pany’s system of handling credit routine. 

After a credit basis has been estab- 
lished an order limit, if possible, is set 
and this information is entered on a 
register card together with other coded 
information for the guidance of the 
registry department. This department 
may approve credit on orders not ex- 
ceeding the order limit. Those above 
the limit, or those which are coded, are 
referred to the credit department. 

Ledgers are all marked with credit 
limits and ratings. When accounts are 
posted, instances wherein balances ex- 
ceed limits are immediately referred to 
the credit department. Registry cards 
are then checked for unbilled orders and 
complete check-up is made of account 
to ascertain if it has exceeded the safety 
mark. There is, of course, usually suff- 
cient tolerance between the safety limit 
and the credit limit to eliminate any real 
-risk. 

All credit files are reviewed at least 
twice a year. Those requiring attention 
are reviewed and brought up to date 
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whenever they come up for action. 
One of the most successful features 
of the credit department is the filing ar- 
rangement. File folders are divided 
into two compartments with the filing 
tab attached to the divider. All cor- 
respondence is filed in the front section ; 
all statements and financial reports in 
the back. Inside the front cover is re- 
corded all coded information that has 
been furnished to the registry and book- 
keeping departments, a record of annual 
purchases, a record of any notes which 
have been taken on the account at any 
time. In the back section of the folder 
a columnar balance sheet is maintained 
and a statistical form on which is en- 
tered the figures from any statements 
which we receive. This gives, on one 
sheet, comparative statements over a 
considerable period of years. 

Ordinary past due accounts are fol- 
lowed up each month by systematically 
rendering past due statements during 
the month, a copy of these statements 
going to the credit men as mediums for 
following up the collection if not 
promptly settled after statement is ren- 
dered. This procedure results in the 
settlement of a great many past due ac- 
counts and considerably cuts down the 
volume of correspondence. 

In Knoxville, Tennessee, C. M. Mc- 
Clung and Company has, over a long 
period of years, developed a simple and 
satisfactory system, described for us by 
Mr. F. E. Barkley, Secretary-Treasurer of 
the company. 

All new orders sent in by salesmen 
are accompanied by a ‘‘Salesman’s ‘First 
Order Report on Customers’”” (Fig. 3). 
This form gives about all the informa- 
tion about a customer that a salesman 
can be expected to obtain. The com- 
pany then starts its investigation by 
filling out and checking a ‘‘Master Credit 
Department Form’’ for desired reports. 

First the customer’s name is checked 
against a Mercantile Agency. If rated, 
this is placed on the Master Form, 
salesman’s original order and on the 
ledger sheet, when opened. The Master 
Form is kept on top of the order until 
all information requested has been re- 
ceived. 


Orders may be filled on the Agency 


rating, or on the information supplied 


by the salesman. No fixed rule is made 
since the credit men are supposed to 
use their judgment. A request for a 
report is made to the company’s attorney 
at the customer’s County Seat. The 
customer’s bank is also queried for an 
opinion on extending a line of credit 
for so many dollars for sixty days or 
possibly four months. 

If the report received from the local 


mercantile agency contains a financial 
statement and is assigned a good rating, 
the order is usually passed upon. But 
if the report is not so good, the attor- 
ney’s and bank’s reports are awaited. 
Sometimes these are both unfavorable. 
Then trade reports, local references and 
out-of-town references are checked. Fre- 
quently a complete Credit Interchange 
Bureau report is necessary. 

The Master Form includes the County 
as well as address of customer since this 
helps the company in selecting the at- 
torney and bank names. The form also 
carries a line showing whether the party 
succeeds some other customer. This in- 
formation is valuable because ownership 
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Ask your insurance 
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Look To Your 
Back Log! 


The back-log of any credit risk is the profit 
the debtor is making. You won’t extend 
credit to a firm that isn’t making a thin dime. 
No doubt about it, you rely on that profit. 


But is it insured? Ordinary fire insurance 
on your debtor’s property will only replace 
that property. What will happen to your 
back-log when a debtor is closed down by 
fire? He has overhead to meet and no in- 
come. How can he possibly pay you? 


| Interruption Indemnity, Rents and Rental 
Value Insurance, Profits and Commissions 
Insurance. These, not ordinary fire insurance 
alone, will enable your debtors to carry on. 


The 
LONDON ASSURANCE 
The 
MANHATTAN 


Fire and Marine Insurance Company 
The 
UNION FIRE 


Accident and General Insurance Company 


Write for the names of our agents in any community. 





of a business frequently changes and 
the Credit Department is not always im- 
mediately informed. 

The Master Form also shows who in 
the Credit Department O.K’d the order 
and on what date. It also provides for 
the name of the one responsible for 
making out inquiries, thereby acting as 
a check against errors being made in 
copying the exact name under which the 
customer is doing business. There is 
also a space for checking when a finan- 
cial statement is directly requested of 
a customer. 

Space prohibits comment on these 
four systems from representative houses 
in four different sections of the country. 


agent about Business 
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Insurance 
digest 


Inaugurated be- 
cause of the credit 
fraternity's close 
contact with the 
insurance field 
and need of infor- 
mation about it. 


Fire cost 
y is terrific 


Fires in the United States within the 
last eight years have wiped out the 
equivalent in value of all the taxable 
buildings in the Borough of Manhattan, 
New York City, according to compara- 
tive figures made public recently by the 
Continental Fire Insurance Company. 
According to “The Eastern Under- 
writer,” the figure of $316,000,000 for 
the national fire loss of 1933, still sub- 
ject to increase, brought the total for 
eight years to $3,643,000,000, while the 
assessed value of all taxable real estate 
improvements in Manhattan is approxi- 
mately $3,625,000,000. 

“The terrific cost of fires is often 
over-looked because of the average 
man’s inability to imagine what the 
millions of dollars involved would buy,” 
declared Ernest Sturm of America-Fire 
Group. “The loss in 1933 was the 
smallest in years since 1917, due largely 
to declining values, yet the total of 
$316,000,000 would build a huge city. 
It is more than the assessed valuation 
of buildings and land as well, in such 
cities as Albany, Atlanta, Birmingham, 
Dallas, Dayton, Denver, Memphis, Oak- 
land, Richmond, Seattle, Springfield, 
Mass., and Youngstown. 

“The national fire loss has been more 
than all the money expended for con- 
struction, in the borough of Manhattan, 
every year except in 1929. And the 
$544,000,000 spent in construction dur- 
ing that boom year was exceeded by the 


CREDIT and FINANCIAL MANAGEMENT ... . . 


fire losses in each of the three years 
from 1924 to 1926, inclusive!” 

Credit executives can quickly gain the 
implications of this loss from the’ view- 
point of the creditors involved because of 
fires in the buildings of debtor concerns. 


Keep the home 
fires “friendly” 

Your insurance man will tell you that 
a “friendly” fire is one that stays inside 
the stove or furnace where it belongs 
and serves to keep man comfortable 
against the freezing blasts of winter, 
says the National Board of Fire Under- 
writers. Surely, when fire escapes from 
the confining stove in any manner or 
means, and burns down the house, it is 
decidedly unfriendly, the “Eastern Un- 
derwriter” remarks. 

How often these very fires do become 
unfriendly is emphasized in a report re- 
ceived from the National Board which 
keeps a record of fires. . . . “In 1932,” 
states the report, “fires caused by stoves, 
furnaces, boilers and their pipes, re- 
sulted in a property loss of $17,916,783. 
Another cause of fire, which is closely 
allied with stoves, is defective chimneys 
and flues. In 1932 fires originating in 
this way caused a loss of $24,702,201. 
A third contributing cause was hot ashes, 
coals and open fires, which accounted 
for a loss of $5,002,572. These three 
alone, with a total of $47,621,556, re- 
sulted in 11 per cent of the nation’s 
entire fire waste that year. Recommen- 
dation is made that precautions be 
taken.” 

Many of these precautions are simple: 
Make certain that the stove or furnace, 
and smoke pipes are cleared of soot. 
Look for worn, broken or rusted out 
parts of equipment and replace them. 
If smoke pipes, or any other part of the 
stove that becomes extremely hot, are 
located close to burnable material, they 
should be moved to a safe distance. 
Beams may be protected with asbestos. 

It is important that chimney flues be 
made of fire clay, and the chimney itself 
be solidly constructed from the ground 
up. In building chimneys or installing 
heating plants, comply with the definite 
safety requirements which are to be 


- found in city building codes and which 


may also be obtained from the inspec- 
tion and rating bureau in your state 
through your insurance agent or broker. 

If you are the ‘‘fireman” in your house 
you will be wise to see to it that the 
stove or furnace does not become over- 


heated-—use common sense in operating |. 


the equipment and never force it. 
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“With Everything 
American 
Tomorrow is Secure” 









loos Office of 


“American 


INSURANCE COMPANY 
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Incorporated 1846 
Policyholders’ Surplus $10,935,444 
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. An Old Line Stock Company 


writing all forms 
of Property Insurance 
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Paging the 
new books 


(Other reviews on page 30) 


Wall Street's role 
SECURITY SPECULATION: ITS 

ECONOMIC EFFECT. By John T. 

Flynn. Harcourt, Brace & Company, 

New York. $3.00. 

It is Mr. Flynn’s contention that there 
were considerably less people involved 
in the stock market crash than is gen- 
erally believed. Furthermore, he main- 
tains that the gambling aspect of the 
stock exchange has been underestimated 
and that this speculative side has had 
ill effect on the economic body. 

And so this veteran crusader for eco- 
nomic reform, who incidentally did 
much investigatory work in connection 
with the stock market investigation by 
the United States Senate Sub-Committee, 
develops an analysis of how the New 
York Stock Exchange in particular and 
stock exchanges in general work and 
then proceeds to a scathing indictment 
of the manner and practices of security 
speculation. 

The value of Mr. Flynn’s work is the 
fact that “-he has dug into the records 
and built up his case in his book en- 
tirely on the face of the records. His 
work is so thorough-going and so intent 
that, after reading it, one is convinced 
that the stock exchange, as we have 
known it, needs conscientious control 
continually. 

Defining speculation in his own 
terms, Mr. Flynn declares that it is “an 
operation in which one buys stocks or 
bonds in a given market to make a 
profit from a change in price from the 
same market without adding any utili- 
ties to the shares.” This is bad enough, 
the author points out, but when “‘in- 
siders” can take advantage of these ups 
and downs, a condition develops where- 
by the ups and downs are manipulated 
to a great degree and this manipulation 
leads to mal-adjustments in the economic 
structure of our society by increasing 
the spread of the cycles of the security 
market, hastening the concentration of 
capital, which Mr. Flynn views as not 
beneficial, and drawing away from use- 
ful projects money that is used in a 
market that is nearer to gambling than 
it is to legitimate business. 

In proving that regulation of security 
markets would not hurt as much as is 
claimed, Mr. Flynn develops with con- 
siderable conclusiveness that during the 
speculative boom in 1929 not much 
more than one million Americans were 


taking part in stock operations. Sec- 
ondly, Mr. Flynn points out that while 
this country had in 1929 over 400,000 
corporations with a bonded debt of 
about $19,000,000,000,000, there were 
listed in the New York Stock Exchange 
the bonds of only 220 corporations. 

In all the recent hullabaloo about the 
effects of the security market legislation 
on our chances for recovery, Mr. Flynn’s 
book is an outstanding example of re- 
search and decision in a field that is 
muddled by too much speculation in 
sound economic th 
enough solid investment in thought. 


Well, Hardly 
Coming down to breakfast late, her 
mother asked: “Did 
kiss you last night?” 
“Now, mother, do you suppose he 
came all the way from Buenos Aires 
to look at the gold fish?” 






inking and not 


—P. H. 











Full-size reproduction of the 
10-carat gold key available 
to holders of Junior Certifi- 


cates of the National Insti- 


that young man 


Discovered 


Waitress—And how did you find the 
apple pie? 

Diner—I moved the bit of cheese 
aside and there it was. 
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USING 
STANDARDIZED 
N. A. C. M. FORMS 


“There are two sides to everything.” 


Ve 





Gg 


But there’s no difference between the sides concerning the 


use of N.A.C.M. Credit Forms. 


Because there’s only one 


point in question—SAVINGS. And every user agrees that 
N.A.C.M. Credit Forms bring savings through systema- 


tization and. simplification. 
the majority is right. 


today. Save sooner! 
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Find out for yourself why 
Fill out this coupon and mail it 


National Association of Credit Men, One Park Avenue, New York, N. Y. 
Send me your new—free—folio of credit forms with samples and prices. 





































































An idea and experience ex- 
change on equipment, system 
and management in the mod- 
ern credit and business office. 


Typewriter desks for 
air conditioned offiees 


Since air conditioned offices are free 
from street dust, typewriters do not need 
the usual dust protection. Shaw-Walker 
has, therefore, developed two new type- 
writer desks with fixed platforms. The 
new design eliminates vibration of both 
typewriter and transcribing machine. 
Wide carriage typewriters can be used as 
readily as standard models. Both single 
and double pedestal model desks are 
available. Either model can be adapted 
to the use of transcribers by adding a 
record rack and a vibration eliminator to 
hold the transcribing machine. The new 
desks have roll edge working tops and 
are electrically planned so that installa- 
tion of electrical circuits for individual 
desks or batteries is. very simple. 


Air conditioning 
improves work 


Early this year, International Business 
Machines Corporation, Endicott, New 
York, moved its engineering staff of 200 
into a new building with conditioned 
air. This move has resulted in faster 
work of better quality, a higher morale 
and healthier employees. In the draft- 
ing room and experimental machine 
shop a marked increase in speed of ex- 
ecuting work was observed. This, of 
course, represents an elaborate and 
somewhat costly installation but appar- 
ently the results will justify the expense. 
The possibilities of air conditioning and 
silencing equipment are impressive. We 
have found them most dramatically em- 
phasized in the New York subways. 
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The difference between the cars with 
conditioning equipment and the ordi- 
Mary cars is so marked as to be unbe- 
lievable unless personally experienced. 


New executive chair 


Do More Chair Company has a new 
executive swivel chair, known as No. 
505 Woodfield, Jr. The base and frame 
are of aluminum and steel in plain or 
gtained finished. Upholstery is either 
leather or velour. In addition to the 
usual correct posture features of this line 
of chairs, the new model provides cor- 
rect support for the body when tilted 
backwards in semi-reclining position. 


This and that: 


As we go to press the thirty-first an- 
nual National Business Show opens in 
New York. . . . So does the Rodeo. 
. . . There is no connection. . . . Our 
scouts have been dispatched to the Busi- 
ness Show and will report all new and 
interesting developments next month. 

. We are always impressed by the 
difference between the possibilities of an 
office, as exemplified in the vast array of 
equipment available, and the reality of 
an average office. . . . There is what 
statisticians call a “lag” between tech- 
nical developments and practice in office 
management. . . . Sometimes wonder 
if this is not partly due to lack of 
intensity on sales coverage by manufac- 
turers. . . . There is frequent discus- 
sion of the over production of brain 
workers by which many mean clerical 
and office workers. . . . We question 
this, without virtue of statistics. .. . 
Long experience has brought us to be- 
lieve that there is still a shortage of peo- 
ple with brains for work that really re- 
quires this quality. . . . Certainly a 
combination of intelligence and person- 
ality is not too usual. . . . Many in- 
telligent people have bad personalities 
which disrupt organizations. . . . There 
have been some “personality” tests 
worked out by psychologists which, 
while not pretending to any great ac- 
curacy of detail, do give enough idea of 
a person to enable one to judge fitness 
for cettain type of work. . . . New 
York is witnessing a strike called by an 
Office Worker’s Union. . . . First, we 
believe, of its kind. . . . The union of 
office and clerical workers has long been 
talked of but, thus far, nothing much 
has been done about the matter. . . . 
The future will probably see the growth 
and development of this idea since the 
trend of organization is in the air. . . . 
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A river of ink (literally) has been re- 
ported in some outlandish place. . . . 
Here is an opportunity for an entre- 
peneur to bottle up the river and sell it 
as ‘Natural Ink.” . . . During the past 
few years many of us thought we were 
swimming in a river of red ink. . . . 
Let’s hope that is past. 
H. P. Preston 


Receivables for 
\y credit analysis 
(Cont. from page 9) accounts to a point 
where balances remaining are 
of no value. 

3. Increase in receivables with sales 
volume remaining constant. 
With necessary data it is possible 
to determine which of the follow- 
ing factors are responsible for this 
trend— 

A. Granting of too much credit. 

B. Accumulation of bad debts 
not written off. 

C. Changes in credit policy. 

D. One or more large customers 
in financial difficulty. 

E. Selling merchandise on extend- 
ed terms which is largely a 
consignment proposition. 

From the foregoing it is apparent 

that with sufficient supporting data in 
respect to the receivables it is possible 
not only to make analyses, comparisons 
and form opinions in respect to the ac- 
counts and trend of the particular busi- 
ness; but it is also possible to substan- 
tiate such deductions and be fairly cer- 
tain of their accuracy. Danger signals 
become apparent (Continued on page 42) 


A kind old gentleman, seeing a small 
boy who was carrying a lot of news- 
papers under his arm, said: 

“Don’t all those papers make you 
tired, my boy?” 

“Naw, I don’t read “em,” replied the 
lad.—Windsor Magazine. 
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Nationalism and 


y internationalism 


(Continued from page 8) in full con- 
fidence that tariff schedules will be un- 
changed, that funds for foreign pay- 
ments will be available, and that no 
limitation on volume other than is speci- 
fied in the treaty will take effect. 

As the new treaties gain headway and 
come to embrace an ever-increasing num- 
ber of nations, American business men 
will be able to carry on their foreign 
trade transactions under conditions of 
increasing stability and uniformity; and 
of course the same advantage will apply 
to the traders of foreign countries also. 

On the whole, it is the type of ar- 
rangement which puts an end to trade 


reprisals and retaliations. Within the ~ 


past five years the action of any one 
country in changing its tariff schedules 
or imposing exchange restrictions has 
been followed by retaliatory or defensive 
action on the part of other countries, 
with the result that international eco- 
nomic operations have at times ap- 
proached a point of virtual prohibition. 

The type of agreement which the 
United States has in mind precludes this 
type of maneuvering between countries 
which are parties to the contract. So in 
this additional sense it is a device for 
world stabilization, if it can be consum- 
mated with a sufficiently large number 
of countries. 

The new policy is one which is in 
frank opposition to the idea of na- 
tionalism. Yet it falls far short of being 
a policy of extreme internationalism. It 
is a carefully studied procedure which 
aims to promote the sum total of our 
foreign operations; stimulating, on the 
one hand, those exports the maintenance 
of which is important to our prosperity, 
and, on the other, permitting a return 
flow of imports—but carefully selecting 
and regulating such imports so as to 
achieve a minimum of disturbance to the 
American markets. 

a 

Sophomore: Where you from? 

Freshman: Whoosisville, Virginia. 

Sophomore: One of those jerk towns where 


everyone goes to meet the train? 
Freshman: What train? 


—o— 

“Rastus,” said the judge, “you are accused 
of disturbing the entire neighborhood on 
Tuesday night. What have you to say for 
yourself ?”” 

“Well, suh, judge, it was this here way,” 
said Rastus. “Me and Lucy had a ahgu- 
ment. She called me a lazy loafah, an’ I 
clap her down flat. Up she hops an’ smash 
a plate on mah haid, an’ drop me flat. Den 
I riz up an’ welt her one wid a chair; an’ 
den she done heave a hot teakittle at me.” 

“I see,” said the judge, “and then what 
happened?” 

“An’ den,” said Rastus, “we gits mad an’ 
stacts to fight.” 


You'll find them 
under iS in 





Over a course of years Business has found 
it profitable to turn to Edison for organ- 
ized research, for practical inventiveness, 
for perfection of product. Grateful for the 
reputation bequeathed by their Founder, 
The Thomas A. Edison Industries have en- 
deavored to continue deserving his faith 
and the faith of Industry. 


Perfection has always been striven for! 
And the NEW Pro-technic Ediphone is an 
example of this sustained effort. It is radi- 
cally different and improved—in oppear- 
ance and in performance. It increases 
brain-power...making the brains of your 
organization worth more! 


With the Pro-technic Ediphone your 
people think once. .. write once... at 
once! Because it is an approach to dic- 
tating machine perfection, Business has 
adopted the Voice Writing Service it 
provides. 


@ Telephone The Ediphone, Your City, and 
(without obligation) an Edison man will 
show you a Pro-technic Ediphone, and tell 
you how Voice Writing can increase the 
value of the brain-power in your organi- 
zation. 





Ediphone | 


THE COMPLETELY ENCLOSED DICTATING MACHINE 
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Receivables for 

\, credit analysis 
(Cont. fr. p. 40) under these conditions 
long before they are noticeable where 
information on the accounts has not 
been furnished. 

Opposition from the auditors’ client 
in respect to presentation of data on re- 
ceivables can, in most instances, be 
overcome if the importance thereof is 
clearly presented to the client. The 
client should be shown that full dis- 
closure is beneficial rather than harmful 
and in addition to making it possible to 
loan funds in a more intelligent man- 
ner, it will also work toward the fol- 
lowing end: 

1. Elimination of loans to companies 
allowing long credit terms which 
are harmful to business and com- 
petitors. 

. Prevention of abnormal credit 
losses to the auditors’ client in 
that the banker will request cau- 
tion and constant application of 
sound credit policies. (The result 
may be the difference between 
success and failure for the firm 
in question.) 

3. Prevent undue expansion of credit 
leading to an unhealthy business 
condition and subsequent reaction. 

It is the writer's opinion that practis- 
ing accountants, credit men and bankers 
haye a definite responsibility in respect 
to fostering a more complete disclosure 
of information, and their combined ef- 
forts cannot fail from eliminating many 
of the “unknowns” now existing in the 
granting of credit. 

—"Certified Public Accountant.” 


John Bull's 
\ credit system 
(Continued from page 19) 
old and new is the safest path to prog- 
ress and I trust that the co-operation 
existing today between the N.A.C.M. 
and the Mutual Trade Protection Move- 


ment on the other side of the Atlantic 
will grow closer as the years pass. 


« Making dishonesty 
w 


too expensive 


(Continued from page 12) revealed that at 
least $15,000 had trickled into the 
pockets of one Sol Levy. This fact 
was pointed out to Ben Levy, owner of 
the concern. 

Ben told a pathetic tale. It. seemed 
that he was the son of Sol, and had 
run, in his salad days, a rather wayward 
course. A father’s love had remained 
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unimpaired so, when, Ben turned to the 
better way, Sol lent him $15,000 to 
start in business. Later he doubled this 
sum. It was old Sol’s all. What more 
admirable or natural, then, than that a 
son should seek to repay the old gentle- 
man. Ben assured his creditors that 
none of them would ever drop a dollar 
in the long run; he would toil to his 
final breath to pay, dollar for dollar, 
with generous interest. It was a mov- 
ing story, but the investigators went 
ahead. They found that Sol had been 
a charge on his relatives for 15 years. 
He had none of the signs of affluence. 
Further probing revealed that Ben had 
actually paid Sol the sum named and 
that the cash had been deposited in a 
distant bank to the credit of one J. 
Epstein. A bank cashier identified Mr. 
Epstein as Ben Levy. The money was 
attached and Ben went to jail. 

In New York City a debtor, called 
to account for the disappearance of as- 
sets, told a circumstantial story of loss 
while riding in or alighting from a 
taxi; $4,000 in currency had vanished. 
It had not been reported to the police, 
nor had inquiry been made at taxi head- 
quarters. The loser was definite as to 
date and hour. Rumor intimated that 
on the day mentioned, the alleged loser 
was 400 miles away from New York 
City, with a woman, not his wife. Cor- 
roboration might be found in the rec- 
ords of the court in the town of retreat 
that listed the names of those sum- 
moned for violating the speed laws. 

Investigation revealed a local deposit 
by the debtor in question of just about 
the sum alleged to have been lost. 

The fake fire is not as popular as it 
once was, since, coming in conjunction 
with other suspicious circumstances, it 
inevitably excites suspicion and the law 
frowns severely on arson. 

Still this method retains some fas- 
cination.” A few years ago a concern 
which handled perfumes had a fire in 
which it claimed to have lost $100,000 
worth of merchandise. The premises 
were totally destroyed and the basement 
filled with molten glass. There ap- 
peared to be nothing to salvage. 

But an investigator, hard-boiled in 
the pan of experience, picked up some 
of the molten glass from the basement 
and took it back to his office. Next, 
from the people who had supplied the 


Ouchl 

“Have you anything snappy in rubber 
bands?” asked a bright boy. 

“No,” said the girl behind the 
counter, sweetly, “but we have some- 
thing very catchy in fly paper.” 


expensive perfumes, he obtained sam- 
ples of the cut glass bottles in which the 
goods had been shipped. Then the 
curious man took a blow torch and 
melted some of the fine cut glass and 
compared the result with glass taken 
from the fire. The resemblance was of 
the slightest. 

With this as the basis of further in- 
quisitive operations he was able pres- 
ently to discover that, just before the 
fire, the highly-priced perfume had been 
shipped elsewhere while the warehouse 
was packed with a low-grade perfume. 
The crooks pleaded guilty. 

The padded pay roll is useful, with- 
in limits, as aiding in the explanation of 
shrinkage of resources. A cloak and 
suit company in New York City went 
into bankruptcy and its books showed 
that, at a certain period, some 30 men 
were on the pay roll at high wages. 
This seemed probable until it was re- 
called that precisely at this period the 
establishment was shut down owing to 
a strike. The money supposed to have 
been paid out to the high-priced work- 
men went into the pockets of the bank- 
rupts. 

Another bankrupt in the Central 
West, decided, that a good way to dis- 
pose of stock was to make a cash sale 
of most of it, thus making it unneces- 
sary to record the name and address of 
the purchaser. In this case it was not 
difficult to trace matters out and crooked 
seller and buyer went to jail. The pur- 
chaser had paid about ten cents on the 
dollar for-the goods and he and the 
vendor had planned to go into business 
in a distant part of the country using 
some of the goods as initial stock. 


Fraud is not criminal, and conse- 
quently is not punishable by imprison- 
ment which is the punishment a crook 
fears. Legislation had to be framed 
cautiously, lest the honest though unfor- 
tunate man be hurt. Then the matter of 
motive and intent has to be considered, 
since facts in themselves may be mis- 
leading, and when one comes to the 
matter of intent the gift of omniscience 
is sometimes required, and few of us 
possess it. So the rascal often gets free 
of the punitive law under the skirts of 
the honest, though unfortunate, man. 


There was the case of Herman 
Adams, who operated in one of the cen- 
tral states. Cultivating a reputation for 
business integrity, he placed large orders 
for merchandise, being careful to keep 
away from the use. of the mail and to 
operate alone. In due course the goods 
came along. 


A lady’s man, Herman spent freely. 
He did not intend to pay his creditors 








and he never did. They had allowed 
him to induce them to ship him goods; 
they took trading chances on insufficient 
data, and the laugh was on them. 
Herman went away leaving his victims 
to make the best of things. 

Had he lived in Pennsylvania, he 
might have been detained under the Ab- 
sconding Debtor Act. Of course, any 
creditor could have taken out judgment 
against him, and many of them did, but 
judgments never bothered Herman. He 
could not be charged with larceny since 
title to the merchandise had passed to 
him. In short, so deftly had he skated 
over all patches of thin ice, that, al- 
though he had actually stolen his credi- 
tors’ money, he had done so without 
committing legal fraud. 

Had he, in bankruptcy proceedings, 
been discovered secreting merchandise 
or concealing assets he could have been 
punished. As matters have been des- 
cribed, he could laugh in the faces of 
his creditors. As the law stands Her- 
man could have sold his entire stock of 
merchandise, spent the money and com- 
mitted no crime. 

Of course, had the buyer demanded a 
statement as to his liabilities and re- 
ceived a false one, the criminal side of 
the law might have been enforced. 

Now adays there are Bulk Sales laws 
in most states, and these generally pro- 
vide that no man may buy more than 
50 per cent of a tradet’s goods, with- 
out serving notice to the seller’s credi- 
tors that he is about to take over the 
stock. In addition to this, the actual 
papers of transfer must be put on rec- 
ord in the office of the county clerk. 
Should the purchaser fail to heed these 
provisions, the creditors may recover 
the goods or the cash proceeds, but as 
between debtor and creditor there has 
been no crime committed. 

Suppose Herman, taking advantage of 
the Bankrupt Act, had ordered a large 
amount of merchandise and had it 
shipped to him under the assumption 
that he was financially sound, he would 
have committed no crime, providing he 
had made no false statement to induce 
shipment. The goods might be stopped 
in transit, if the truth came out in time, 
or civil suit might be instituted to re- 
cover possession, but so far as Herman 
and the criminal law were concerned, 
they were as far apart as ever. As the 
famous English Chancellor put it— 
“There are few laws through which a 
coach and six may not be driven.” 

One of these gaps is to be found in 
the difference between the preferential 
payment that is legal, and that which is 
illegal. Suppose Herman owed his 
Bank $3,000, and suppose he paid it. 


Even though the note were not due 
when the $3,000 was taken out of the 
business and applied on the note, he 
could not be punished unless proof were 
forthcoming that would put the matter 
beyond all doubt, and that ordinarily is 
impossible. 

Again, had Herman failed to keep 
books, he could not be punished. The 
creditors might revile him as lazy, in- 
different, ignorant, but there is no legal 
obligation to keep books. But, if it 
were shown that he had kept books, and 
had concealed or destroyed them, he 
could be punished. 

Assume further that Herman was 
hard pressed by a creditor and decided 
to appease him temporarily by sending 
a check for past due bill. Should the 
check come back unpaid for lack of 
funds, there would be no criminal lia- 
bility in most states since these provide 
that there must be intent to defraud. 
No material gain having come to Her- 
man as the result of passing the check, 
the criminal law would have nothing to 
say about the matter. 

If, however, with the check had gone 
an order for more goods, and, in faith 
as to the soundness of the check, the 
merchandise had been shipped, he 





would have committed a criminal act. 

In reaching and branding commercial 
crooks the Amended Bankruptcy Law 
has been of utmost service and it may 
be recalled that the Amendments were 
sponsored by the credit men. 

The fundamental purpose of the law 
is, of course, to relieve the honest debt- 
or of obligations he is unable to meet. 
The new law does not make things 
harder, but rather easier, for the busi- 
ness unfortunate. 

No law has yet been devised that will 
wholly extirpate crime, and doubtless 
we shall always have the crook with us, 
but he is now on the run. He is no 
longer so brazen. This has not been 
effected without cost and it is estimated 
that as much as a million dollars annu- 
ally is being spent by business to run 
down the commercial crook, but it will 
be increasingly difficult, as the years go 
by, for crooks to win a living from 
criminal business practices. 

It may be hopeless to expect to teach 
wisdom to the ingrained crook, but it 
is possible to make his unwisdom so 
costly and inconvenient that he may be 
induced to wonder whether or not, af- 
ter all, honesty might be more prudent 
and pay better. 


Sound counsel on insurance protection 


is vital to the well being of the indi- 


vidual—as much so as the advice of 


the credit man on matters of credit 


rating. The agent or broker of the 


F. & G. Fire is equipped to render a 


highly skilled service. Consult him. 
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questions 


Conducted by E. B. Moran 


The National Association of Credit 
Men supplies answers to credit ques- 
tions and some of the answers, of gen- 
eral interest, are printed regularly in 
Credit and Financial Management. 
Advice cannot be given, however, re- 
garding legal rights and liabilities. 
Such advice should be obtained from 
an attorney to whom all the facts should 
be stated. When such inquiries are re- 
ceived, information is furnished only as 
to the general principle of law involved. 


Legal advice 


Q. You publish a question and answer 
column, but in reply to a recent question I 
submitted, you replied that you were unable 
to answer for the reason that the Laws of 
the State of New York prohibit a corporation 
from giving legal advice. Upon the basis 
of that law should you refuse to answer such 
questions? 


A. Section 270 of the Penal Law of the 
State of New York prohibits any lay indi- 
vidual from rendering legal services or giving 
legal advice. Section 280 of the Penal Law 
of New York prohibits any corporation or 
voluntary association from rendering like 
services. Violation of the statute is a mis- 
demeanor. It would be a violation of this 
statute for the association to give legal ad- 
vice to any of its members. The penalty for 
violation of the statute is $500.00 fine, a 
year’s imprisonment or both. In the absence 
of a statute the courts have uniformly held 
in all states where the question has been 
raised, that the giving of legal advice or 
furnishing legal services by any person other 
than an attorney at law is illegal, and a vio- 
lation of the exclusive franchise of an attor- 
ney to practice law. Many of the states have 
enacted criminal statutes on the subject simi- 
lar to the New York statutes referred to 
above, and where no criminal statute has 
been enacted, corporations and lay individuals 
have been enjoined from rendering legal 
legal services or giving legal advice. 


Bankruptcy funds 


. We have just received advices on a 
aueenpecy claim that funds have been de- 
posited in a bank operating on a restricted 
basis. It was our understanding that funds 
of this nature were trust funds and, there- 
fore, subject to withdrawal without hindrance 
due to a bank holiday. 

In a case of this nature does the referee or 
trustee, have to make good any funds which 
are not eventually cleared by the bank? 


A. Where bankruptcy funds are deposited 
in a bank which fails, the bankrupt estate has 
a general claim against the insolvent bank 
which is not entitled to a preference. 

All bankruptcy depositaries are required to 
be bonded and in an appropriate proceeding 
on the bond, a recovery can be made for the 
benefit of the bankrupt estate having funds 
on deposit. 

There is no personal liability upon the 
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trustee or any other officer of the bankruptcy 
court for any loss which results from the 
failure of a bank in which bankruptcy funds 
have been deposited, provided the co is an 
authorized depositary for bankruptcy funds. 


Mechanic's lien 

May we have your snagostion from 
counselor's pone of view whether or not a 
mechanic's lien could be obtained under the 
following conditions? 

1. Material was purchased in May, 1933. 

2. It was an oral contract. 

3. Material was used in the making of a 
sign to be displayed from the front of the 
building and we presume is a permanent part 
of the building although it may be fastened 
by bolts and hangers. 

4. The purchaser of the material is not 
the owner of the building. 

5. The material was not used in the erec- 
tion ~ new building, building having been 
built for some time. 

6. The purchaser of the material is still 
located in the same building, the sign still 
being displayed. 

7. As far as can be ascertained, the pur- 
chaser of the material pays rent to the owner 
of the building. 

8. Material was purchased in the State 
of Illinois and used in same State. 


A. On the state of facts set forth above, 
the seller of the material would, in our opin- 
ion, have the right to file a mechanic’s lien. 
A sign is not a part of the building unless 
actually built into the structure, nor is it an 
improvement to real estate within the mean- 
ing of that term. 


In case of death 


. Q. Can you answer the following ques- 
tions for me pertaining to transactions in 
Illinois, with administrators or executors of 
estates of deceased persons: 

1. Generally speaking, what are the legal 
aspects a credit man should consider in deal- 
ing with an administrator or executor in 
cases where coal is purchased for use in 
buildings, the title to which stands in the 
name of the deceased? 

2. Is he and the heirs or the estate liable 
for such accounts? 

3. Does all real estate . a deceased per- 
son automatically go to his heirs collectively? 
And is the answer to this question the same 
whether or not the deceased dies testate or in- 
testate? 

4. Can the administrator or executor use 
the rents he collects from the tenants of such 
property to pay for coal that he purchases for 
use in the buildings? 

5. Are such rents assets of the estate or 
do they belong to their heirs collectively? 

A. 1. Generally speaking, the credit 
man, when considering dealing with an ad- 
ministrator or executor in the sale of coal 
for use in buildings, title to which is in the 
name of the deceased, should first determine, 
in the case of a testate estate, whether the 
executor under the will has been granted and 
directed the management of the realty and 
has power to incur liability for the estate 
for purchases for the maintenance of such 
realty, and in the case of an intestate estate 
whether the administrator under order of 
court has authority to make such purchases 
for the estate. It must be kept in mind that 
all of the acts of an administrator or executor 
are subject to approval of the court and or- 
dinarily he has pore to incur mecessary 
expense on behalf of the estate, and in the 
event in any certain case he exc his au- 
thority or power, he, of course, will then be 
held personally liable and may be sued con- 
currently by the creditor. 

2. it purchases 7 the administrator or 
executor are with authority of the court, the 
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estate is liable; if without such authority, he 
is personally liable; if upon personal con- 
tract of heirs, they are liable. 

3. Titled to all real estate of which a 
poo dies seized automatically vests in his 

eirs according to the provisions of the will, 

if there be one, and if the estate is intestate, 
according to the statute of descent and dis- 
tribution. This vesting takes place imme- 
diately upon his death, and the court is in- 
terested in the realty only to the extent of 
proving heirship. The executor or adminis- 
trator has no title to the real estate unless 
made trustee of the same under the will, and 
with this exception, has power to deal with 
the real estate only for the purpose of sub- 
jecting it to the payment of debts allowed 
against the estate of the deceased. 

4. An administrator or executor can not 
use the rents or profits from the realty for 
payment of expenses and if such are under 
the administration of the estate collected by 
him, he must, of course, account for them 
to the court in his current or final account. 

5. The administrator or executor has no 
interest in the rents or profits accruing from 
the realty after the death of the deceased as 
the same necessarily accrue to the heirs of 
said realty, subject, however, to payment of 
any debts against the estate. 


STATEMENT OF THE OWNERSHIP, MANAGE.- 
MENT, CIRCULATION, ETC., REQUIRED BY 
THE ACT OF CONGRESS OF MARCH 3, 1933. 

Of CREDIT and FINANCIAL MANAGEMENT, 

— monthly at Philadelphia, Penna., for 

ober 1, 1934. 

STATE ORK 

COUNTY OF NEW YORK, ss. 

Before me, a Notary Public in and for the State and 
county aforesaid, personally appeared Richard G. 
Tobin, who having been it sworn according to 
law, deposes and says that he is the Editor and 
Manager of the CREDIT and FINANCIAL MAN.- 
AGE , and that the following is, to the best 
of his knowledge and belief, a true statement of 
the ownership, management, etc., of the aforesaid 
publication for the date shown in the above caption, 
required by the Act of August 24, 1912, embodied in 
section 537, Postal Laws and Regulations, printed on 
the reverse of this form, to wit: 

1. That the names and addresses of the publisher, 
editor, managing editor and business managers are: 
Publisher, National Association of Credit Men, 1 
Park Avenue, New York City. Editor, Richard 
G. Tobin, 1 Park Avenue, New York City. Asso- 
ciate Editor, Paul Haase, 1 Park Avenue, New 
York ay. Business Manager, Richard G. Tobin, 
1 Park Avenue, New York City. 

2. That the owner is: National Association of 
Credit Men, a non-stock corporation with the follow- 
ing officers: Fred Roth, Cleveland, O., president, 
P. M. Haight, New York, N. Y., vice president; 
F. J. Hopkins, Minneanvolis, Minn., vice president ; 
Forrest Walden, Salt Lake a Utah, vice-president ; 
Henry H. Heimann, New York, N. Y., executive 
manager and secretary and treasurer; W. §. Swingle, 
assistant treasurer. ; 

3. That the known bondholders, mortgagees, and 
other security holders owning or holding 1 per cent. 
or more of total amount of bonds, mortgages, or 
other securities are: None. 

That the two paragraphs next above, giving 
the names of the owners, stockholders, and security 
holders, if any, contain not only the list of stock- 
holders and security holders as they appear upon the 

of the company, but also, in cases where the 
stockholder or security holder appears unon the books 
of the company as trustee or in any other fiduciary 


relation, the name of the person or comeredion for 
also 


whom such trustee is acting, is given ; that the 
said two paragraphs contain statements embracing 
affiant’s full knowledge and belief as to the circum. 
stances and conditions under which stockholders and 
security holders who do not a upon the books 
of the company as trustees, hold stock and securities 
in a Capacity other than that of a bona fide owner; 
and this affiant has no reason to believe that any 
other person, association, or corporation has any in- 
terest direct or indirect in the said stock, bonds, or 
other securities than as so stated by him. 
RICHARD G. TOBIN, Editor 

Sworn to and subscribed before me this 9th day of 


October, 1934. + 
RUTH E. HOCTOR, 
(Seal) Notary Public, Kings County 
_Clerk’s No. 124, Reg. No. 6119 
Certificate filed in New York County, 
N. Y. Clerk’s No. 260, Reg. No. 6-H-138 
My commission expires March 30, 1936 . 


Needed Ventilation 
“Why is this cheese so full of holes?” 


“That's all right. It needs all the 
fresh air it can get,” 





we ws 


Government in 





\ insurance costly 


(Cont. from p.26) to supply what can- 
not be found on the market. No depart- 
ment of government, Federal, state or 
municipal, was ever refused coverage by 
these insurance companies. No emer- 
gency exists wherein it is impossible to 
secure coverage with reliable insurance 
companies. It is only, therefore, to 
economize that the creation of a state or 
municipal insurance fund is ever con- 
sidered. 

“No congress, legislature, council or 
board of trustees should adopt one 
means to economize when another means 
is less fraught with danger and therefore 
more certain of success. It would not, 
with eyes open, choose to create an in- 
surance fund without deliberating over 
other means of accomplishing the same 
purpose. 

“It is neither reasonable nor accurate 
to compare premiums paid and loss pay- 
ments received over any preceding 
period of years, in arriving at a decision 
to set up a fund. The conflagrations 
in many states and cities have swept 
away the premiums paid for several 
decades. The total premiums of San 
Francisco for 1906 would have to be 
paid for more than a hundred years to 
replace the loss in that one conflagration. 
Individual buildings must be insured 
continuously for a period of from 33 to 
108 years to pay for a total loss within 
that time. The facts needed to estimate 
the probabilities of burning for any 
group of buildings can only be obtained 
by nation-wide averages combined with 
the experience of the state or locality. 


“Some of the larger stock fire insur- 
ance companies have billions of dollars 
at risk and insure property not only in 
the United States but abroad. Notwith- 
standing their size and stability, their ca- 
pacity to carry large risk with safety, or- 
dinary underwriting prudence would 
prohibit these companies from accepting 
and carrying, individually, without re- 
insurance, all of the state or municipal 
property. Few companies would care to 
catty even the insurance on one of the 
smaller buildings without sharing the 
risk through reinsurance with other com- 
panies. 

“The interests of economy are met to 
the satisfaction of both state and com- 
munity when extravagance is avoided 
and the municipality secures from private 
industry those commodities and services 
it requires at the lowest price the mar- 
ket offers for the quality considered and 


at prices to which existing statutes en- 
title the state and city. 

“A responsible state or municipal ad- 
ministration may build up, if no losses 
occur, a large insurance fund which is 
unprotected, and this sum of money may 
be misused by a succeeding administra- 
tion not so responsible. The tax-paying 
citizen is afforded no assurance either 
that the insurance tax levy shall be used 
only to pay losses or that the fund will 
be sufficient to pay losses. If the fund 
is not sufficient the taxpayer is also left 
unprotected against additional and in- 
creased tax levies. Not only is he sub- 
ject to assessement for the erection of 
necessary public buildings, but under the 
governmental insurance fund plan he is 
subject to a second assessment to re- 
build the same buildings in the event of 
loss. 

“Taxpayers naturally feel that they 
are entitled to the same protection in the 
public administration of jointly owned 
property as they insist upon in conduct- 
ing their own affairs and they do not 
want the state or municipal administra- 
tion to exceed the debt limit or the tax 
limit to replace property already owned. 

“Consideration should also be given 
to the very important question of desic- 
cating individual enterprise which fur- 
nishes employment to an army of people 
of both sexes and provides great sums 
as revenue for the support of govern- 
ment in the field where government 
must function. 

“To those who believe that the gov- 
ernment which governs best is the 
government which governs least, and 
that the limit of state or municipal 
duties is unduly enlarged by trading in 


-such directions as these, the various ex- 


periments mentioned in this pamphlet is 
conclusive evidence that government ef- 
fort in the field of insurance is not likely 
to produce results superior to those 
which have made commercial insurance 
the most successful business of the age.” 


a 
Woman—"“Does your husband kick 
about the meals?” 
Other Bridge Player (smiling) —“No, 
what he kicks about is having to get 
them.” 


Anna: “How’s business at the hos- 
pital ?” 

Sthetic: “So darn quiet you can hear 
a man’s fever drop.” 


If he remembers when there was a 
bicycle rack in front of ‘most every 
drug-store, he looks younger with his 
hat on. 
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THE PuaeE INSURANCE COMPANY 
° 


artford, Conn. 


THIS COMPANY PUBLISHES SEVERAL EDUCATIONAL 
FOLDERS. YOU MAY HAVE ANY OR ALL OF THE 
THREE LISTED BELOW, BY INDICATING YOUR CHOICE 
ON THE COUPON AND MAILING IT TO THE OFFICE OF 
THE COMPANY AT 30 TRINITY ST., HARTFORD, CONN. 


O COINSURANCE CLAUSE - A BRIEF, POPULAR 
EXPOSITION OF AN IMPORTANT FEATURE OF MANY 
INSURANCE CONTRACTS. 


O RIOT AND CIVIL COMMOTION INSURANCE - 
WHAT IT IS, WHY IT IS AND HOW IT WORKS, TOLD 
IN A CLEAR, CONCISE STYLE. 


O USE AND OCCUPANCY INSURANCE - 
A SHORT EXPLANATION OF THIS COMPLEX 
SUBJECT. 


CHECK THE ONES YOU WANT AND FILL OUT COUPON 































































Notebook 


Trussell Manufacturing Company, an- 
nounces the Wire-O stenographer’s note- 
book. Can be made to stand, easel-fash- 
ion. Opens at any page and lies flat. 
Bound in the spiral wire style. Flexible 
or stiff covers. Ruled for Gregg or Pit- 
man shorthand. Seems quite an improve- 
ment on the standard type of notebook, 
particularly for transcribing purposes. 
Can it be hoped that this may inspire 
stenographers to a little more accuracy ? 


The business 

\, thermometer 
(Cont. fr. p. 25) the first three quarters 
of the year gives a considerable amount 
of encouragement. ‘These first eight 
months have accounted for 2,400,000 
units, which total represent an increase 
of 46 per cent above the number for 
the first three quarters of 1933. It is 
worthy of comment also that dealer 
stocks of 1934 models are down to a 
minimum of requirements for current 
deliveries and that prospects are con- 
sidered good for a spurt of orders when 
the new models are announced by the 

automobile makers. 


i 


In order to determine which of the 
trade practices recognized as unfair are 
most commonly prohibited in industry 
codes under the NRA the Committee on 
Unfair Trade Practices in Production 
and Distribution, of the Business Ad- 
visory and Planning Council, made an 
analysis of such provisions in the first 
200 codes. 

It is pointed out in the report of the 
Committe that the number analyzed 
was limited to 200 since it became evi- 
dent as the analysis progressed toward 
Code No. 200 that the codes tended in- 
creasingly to show repetitions of the 
same unfair practice and thus a sufh- 
ciently representative pattern was con- 
sidered to have been obtained. 

Different forms of expression are 
found occasionally to describe the same 
practice, it is pointed out, and for this 
reason some of these expressions were 
grouped by the Committee or standard- 
ized in order that a count could be made 
as accurately as possible. 

The table below shows in the order 
of the number of times they appear, the 
first 20 unfair trade practice provisions. 
The committee’s report, however, re- 
vealed 100 different unfair trade prac- 
tices forbidden in the first 200 codes, 
though one-third.(34) of the provisions 


Practices recognized 


by codes as unfair 


occurred in only one code each. In ad- 
dition to the 20 leading provisions be- 
low, there were 9 provisions which oc- 
curred more than 20, but less than 36 
times, these 9 being provisions against 
intimidation; deviation from standards, 
specifications and/or plans; return of 
merchandise except as provided; adver- 
tising allowances, except as provided; 


UNFAIR PRACTICES 


CRs INE, TIE ssc csnsncsinesnnsnercensensns 
Bonuses, rebates, unearned discounts ...... 


Bribery 
Defamation of a competitor 
Discrimination between customers 
Misrepresentation 
Contractural relations, interference with 
Price cutting below published list 
Invoicing, improper 
Advertising, false or misleading 
Marking or branding, false 


Piracy 
Consigment sales and/or shipments 
Price guarantee 
Transportation allowance 


Espionage 
Substitution 
Free deals 


Distress merchandise, disposal of ............ 
Price increase not greater than justified by conditions 
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enticement of competitor’s employee; 
deviation from terms of credit and/or 
sale; failure to make charge for extra 
service and/or parts; definite prices on 
indefinite quantities; and lump-sum 
bids. 

The 20 leading provisions, and the 
number of times they appear, are as 
follows: 


‘) No. of Times 
it Appears 
146 
139 
119 
115 
102 
101 
100 


New York convenience 


for 


CREDIT MEN 


A WARM WELCOME AWAITS YOU AT THE 


HOTEL WINTHROP 


Lexington Avenue at 47th Street 


For your personal comfort: The Winthrop offers you super-size rooms, baths 
and closet space . . . extra large windows make each apartment airy and light. 


A highly trained hotel staff gives you perfect service. 


The Restaurant serves 


delicious food and fine liquors at very low prices. There is also a make-you- 
welcome spirit at The Winthrop that you'll like! 


For your business comfort: The Winthrop is official headquar- 
ters for the National Association of Credit Men—convenient for 
after-office conferences: it is only five minutes from the main 
office at 1 Park Avenue—two minutes from Grand Central 
Terminal and not more than ten minutes from Times Square. 
This central location is a great time saver. 


Rates: Single, $3 up 


Double, $4 up 


Restaurant 


Luncheon 50¢ up 


Dinner 75¢ up 


Club Breakfast 25¢ up 
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U.S. trade balance 


greatest 


In years 


W ASHINGTON—A summary of the —e and payments of the United States in 


foreign trade and security transactions for the 


rst six months of this year, as contained 


in a survey by the Department of Commerce, follows: 


Item. 
. MERCHANDISE: 
We sold goods in the amount of 
and bought goods in the amount of 


. SERVICE ITEMS: 
Our tourists’ expenditures 
Our immigrants’ remittances 


_ Balance 
Receipts. Payments. 
$1,036,000,000 

863,000,000 
$173,000,000 


105,000,000 
58,000,000 


Our payments of interest, dividends, etc., on 


foreign investments in the U. S............ 
and our payments for miscellaneous service 


Foreign tourists’ expenditures in the U. S..... 
Our receipts of interest, dividends, etc., 
U. S. investments in foreign countries 
and our receipts for miscellaneous service 


. GOLD AND PAPER CURRENCY: 


iain 25,000,000 


161,000,000 


349,000,000 
25,000,000 


185,000,000 
125,000,000 


335,000,000 $14,000,000 


We imported gold, including ear-marking 


(net) 
and received from 


. CAPITAL: 


920,000,000 


30,000,000 
ee ee 950,000,000 


We sold stocks and bonds in the amount of 850,000,000 


and bought stocks and bonds in the amount 


Of ... 


625,000,000 
225,000,000 


We also received, net, on account of sinking 
fund and bond redemption, direct invest- 
ments, inflow of funds from arbitrage 


transactions, etc., aggregated 


85,000,000 


thereby changing our long-term creditor- 
debtor position to an extent involving a net 


inflow of funds aggregating 


310,000,000 


further, there was an inflow of short-term 
banking funds due to (a) increase in 
foreigners’ banking funds in the U. S. and 
(b) decrease in U. S. banking funds in 


foreign countries 


5. OTHER ITEMS 


560,000,000 
231,000,000 


$964,000,000 $964,000,000 


These “other items” represent the net result of a number of movements which it is 
impossible to estimate separately. Probably the most important element in this residual 
was the unestimated net inflow of short-term funds on account of others than banks. Other 
items include foreign exchange profits and losses, as influenced particularly by dollar 
devaluation; letters of credit and travelers’ checks paid for by American tourists but not 
yet utilized; various other matters inherent in a balance-of-payments statement coverin 
such a short period as six months, and possible errors and omissions in the compile 


estimates. 


Silent Smith 

L. C. Smith and Corona Typewriters, 
Inc., have announced a new model silent 
typewriter. This is said to be practically 
the standard Smith machine made silent. 
It retains all of the usual L. C. Smith 
features plus a smappy staccato action. 
Two platens come with the machine— 
one for ordinary manifolding, another 
for heavy manifolding. We recall the 
introduction, eleven years ago, of a silent 
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typewriter in a large office. The ma- 
jority predicted that the thing would 
never work. Few stenographers wished 
to use it. Everyone was sure that the 
machine would never stand up. Today 
the idea of noiseless typewriters has be- 
come generally accepted. One of the 
qualities demanded in every typewriter 
is quiet operation. Within another ten 
years the clacking of typewriters may be- 
come obsolete. 


"Manager of 


Credit Sales" 


Another innovation in the widening 
angle of approach which credit execu- 
tives have to their work is implied in 
the recommendation for adoption by 
members of the National Retail Credit 
Association by the delegates to its re- 
cent convention. They suggested that 
hereafter credit managers change their 
title from Credit Manager to “Manager 
of Credit Sales.” 

This is in line with the developments 
of the past years in which the man who 
has charge of the credit sales has become 
to be recognized more and more as an 
executive of his company. The respon- 
sibilities for intelligent, alert credit men 
today are more numerous than they ever 
have been. But with this added respon- 
sibility come added opportunities. We 
wish to applaud this bit of self-recogni- 
tion by the members of the National Re- 
tail Credit Association. It is along the 
correct path. 


Checking credit 


y for Uncle Sam 


(Continued from page 15) 
herewith, a real effort is being made 
through this program to help deserving 
industrial institutions. The direct loan 
to industry plan does not have any con- 
nection with Santa Claus, nor is it a first 
step in a Communistic plan for a redis- 
tribution of wealth. However it will be 
seen that a considerable leeway is pro- 
vided over the old style banking methods 
and that many business institutions dur- 
ing the next few months will enjoy the 
benefits of this program of financial 
relief for industry. 

As explained by Mr. Pouch, it is a 
simple matter to make application of 
one of these loans and if the story pre- 
sented in the application and the ques- 
tionnaire, comes up to the credit stan- 
dards of the Reserve authorities, there 
is but little red-tape in getting and han- 
dling one of these loans. 


46 When writing to advertisers please mention Credit & Financial Management 








bs 
7 





| We “Know the Way / hroush the Maze to the 
C ash in P ast Pe A ccounts 


Credit and collection work requires a specialized training. That’s 
why Credit Executives boast of low percentage collection losses. But 
they realize that it is in this low percentage that many valuable dollars 
are hidden. We are experts specializing in the job of getting in these 
last few dollars represented in the low percentage of un-collectable 
accounts. 


The prestige of the National Association of Credit Men backs our 
service and enables our bureaus to collect where you have failed. In 
most cases we are able to hold the good will of your customer as well. 


One of our 78 approved Collection Bureaus will gladly give you 
full details about this important service. 


ADJUSTMENT—COLLECTION BUREAUS 


National Association of Credit Men 
One Park Avenue New York City 
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